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SECURITY AGREEMENT
Special Provisions

This Secusity AcRerMENT dated July 31, 1980, is entered into between (i) Amemicaxy CoM-
MERCTAL Lines, [Nc. a Delaware corporation (said corporation, and any successor or assign hereunder
called the “Shipoumer”), and (n) the UNITED STATES OF AMERICA (the “Umited States™), rep-
resented by the SECRETARY OF COMMERCE, acting by and through the ASSISTANT SECRE-
TARY OF COMMERCE FOR MARITIME AFFAIRS (the “Secretary”), pursuant to Title XI of
the Merchant Marine Act, 1936, as amended

R'ecitals :

A The Shipowner now awns the Vessels described 1n Schedules Y and Z hereto and also annexed
to the Guaraniee Commitment between the Sccretary and the Shipowner {the “Vessels” and the term
““Vessel,” where appropriate, shall apply with equal force to each of the Vessels), the total number of
Barges and Towhoats owned by the Shipowner and financed or refinanced hereunder 18 expected to be 99
Barges and 4 Towhoats;

B. To effect the refinancing of the existing obligations incurred in financing the cost of Construction
of the Schedule ¥ Vessels, the Shipowner has borrowed an aggregate principal amount approxumately
equal to but in no event in excess of the sum of 75% of the aggregate Actual Cost and Depreciated Actual
Cost, as appropriate, of the Towboats and 873,% of the aggregate Actual Cost and Depreciated Actual
Cost, as approprate, of the Barges;

C To effect the financing under Section 1104{a)}(1) of the Act of the cost of Construction of
the Vessels described in Schedule Z, the Shipowner has borrowed an aggregate principal amount approxi-
mately equal to but in no event n excess of (1) 87%% of the aggregate Depreciated Actual Cost of the
Barges described in Schedule Z hereto and (ii) 75% of the aggregate Depreciated Actual Cost of the
Towboats described in Schedule Z hereto;

D. To accomplish such refinancing and financing the Shipowner has duly created and authorized
the 1suance of bonds designated “United States Government Guaranteed Ship Financing Bonds—1980
Issue” (the “Obligations”), in the aggregate principal amount of $24,000,000, which when duly executed
and delivered pursuant to the Indenture between it and the Indenture Trustee, will constitute the legal,
valid and bmding obligations of the Shipowner ;

E The Shipowner has accepted the Guarantee Commutment of the Secretary under the provisions
of Title XT which provides, among other things, that the Secretary, subject to the terms and cond|tlons
thercin set forth, will authorize a Guarantee to be endorsed upon each of the Obligations; pursuant to
the Guaraniee Commitment of the Secretary and under the terms of the Authorization Agreement, the
Secretary has, as of the date hereof, authorized the Indenture Trustee to endorse and execute on cach
of the Obligauions, by means of the facsimile signature of the Assistant Secretary of Commerce for
Maritime Affairs or the Acting Asmstant Secretary of Commerce for Maritime Affairs and the facsitmle
scal of the Manitime Administration and to authenticale and deliver each of the Obligations and the Guar-
antees thereon ; and }

K]

-F The Shipowner has agreed, as further security to the United States, as provided ir_;;ﬂ{s Security
Agreement, to execute and dehver the Mortgage, to be created under and pursuant to therShip Mortgage
Act, 1920, as amended, to the Secretary, as Mortgagee, on the Vessels and to assign to.the Secretary cer-
tain other rights and assets, existing and anticipated ,fr

I



Now, THFEREFORE, in consideration of the premises, of the mutual covenants herein contained, and
of other gnod and valuable consideratinn, the receipt and adequacy of which the parties hereby acknowl-
edpe and 1 order to provide security to the Secretary for the Secretary’s Note

GRANTING CLLAUSE

In order to create a present security interest in the Secretary, the Shipowner does hereby grant.
sell convey, assign. transfer. mortgage, pledge, set over and confirm unto the Secrctary continuing
security interests in all of its right, title and mnterest 1 and to all the following.

1 The Constructinn Contract, insofar as 1t relates to the Vessels, this assignment of the Con-
struction Contract being subject to the reservation by the Shipowner of the rights referred to
be'ow, together with € AY ull other contra~ts, whether now 1n existence or hereafter entered mto, relat-
ing to the Construction of the Vessels, (B) all property, in which the Shipowner has or will have an
interest pursuant to the Construction Contract or said other contracts (the *‘Property”) and (C) the
Consent of Slupbuilder Irrespective of the foreguing, the Shipowner reserves unto itself all rights
against the Shiphwilder relating to patents, taxes and indemmues, if any, of the Construction Contract
True coptes of the Construction Contract and the Consent of Shipbuilder have been delivered to the
Sccretary, and are incorporated herein hy reference A true copy of the Consiruction Contract is
attached hereio as Exhibit 4A and is in.orporated heremn by reference. Said right, title and interest
in and to the Construction Contract and the Consent of Shiphuilder, and the other contracts conveyed
to the Secretary by this paragraph 1 of the Granting Clause are heremafter referred to collectively,
as the “Rights Under the Consiruction and Relaflc'd Contracis”

II The Shupowner’s right under the Construction Contract to receive all moneys which from
time to Uime Lecome due to the Shipowner in respect of the Construction of the Vessels (including
moneys pau! to the Depository n respect thereof pursuant to this Security Agreement but not includ-
ing funds held by the Indenture Trustee for the payment of the Obligations which have been Retired
or Pad or for the payment of interest which has hecome due or payable on the Obligations) Said
night, tizle aud interest in and to the moneys, cash, bonds, claims, and securities, conveyed by this
paragraph IT of the Granting Clause, are herein referred to collectively as the “Monecys Due in
Respect of the Construction of the Vessels™ Moneys Due in Respect of the Construction of the
Vessels will he paid directly to the Secretary or his designee for application in accordance with this
Security Agrecment, the Indenture and the Depasitory Agreement

II1 The Charter and all moneys now or hereafter due and to become due to the Shipowner
thereunder, except the fees and expenses (including without limitation counsel fees) of the Indenture
Trustee acting under the Indenture; protided, however, for so long as no Payment Default or Security
Default shall have occurred and be continuing, the Secretary hereby consents to the payment to
the Shipowner of all moneys now or hereafter due, or to become due, under the Charter; provided,
further, that if a Payment Default or Security Default shall have occurred and be continuing, the
Charterer after notice from the Secretary shall pay all such moneys to the Secretary or his designee
during the continuance of such Default for application in accordance with provisions of the Consent
to Assignment of Charter, A true copy of the Charter together with the Consent to Assignment
is attached hereto as Exhibit 5.

The Secretary has as further security, certain right, title and interest in and to the following:

IV The Mortgage exccuted and delivered by the Shipowner to the Secretary, as Mortgagee,
dated the date hereof A true copy of the form of the Mor:gage is annexed hereto as Exhibit 3.

V Al of the Stupowner's nights to amounts, if anv, whether cash or securities, held in the
Title XI Reserve Fund, created under the Title XI Reserve Fund and Financial Agreement as amended
by Amendment No 2 thercto



VL The Depository Agreement,

The right, title and interest of the Secretary mentioned in paragraphs I through VI are hercinafter
collectively called the “Secunity”.

Irrespective of the foregoing, (1) the Shipowner shall remain liable to perform its obligations under
the Construction Contract and the above-mentioned other contracts, (2) the Secretary shall not, by
virtue of this Security Agreement, have any obligations under the Construction Contract or other
contracts or be required to make any payment owing by the Shipowner thereunder and (3) if there is
no existing Default, the Shipowner shall (subject to the rights of the Secretary under the above-mentioned
Consent of Shipbuilder in the event written notice shall have been given to the Shipbuilder during the
continuance of a Default) be entitled to exercise all of its rights under the Construction Contract and
the said other contracts and to receive all of the benefits accruing to it thereunder as if the foregoing
were not applicable, except the right to receive Moneys Due in Respect of the Construction of the Vessels

The Shipowner hereby agrees with the Secretary that the Security is to be held by the Secretary
subject to the further agreements and conditions hereinafter set forth.

ARTICLE FIRST
ActoaL Cost; Escrow Funp

(1) Pursuant to Sections 1101(f), 1101(g) and 1104(b) (2) of Title XI, the Secretary has deter-
mined the Actual Cost and the Depreciated Actual Cost, as appropriate, of each Vessel as of the date
hereof as set forth in Table A, annexed hereto and by this reference made a part hereof, limited
in all instances to the amounts paid or obligated to be paid, by or for the account of the Shipowner for the
Construction of each such Vessel or a total of $30,414,948.97 collectively,

(2) Concurrently with the execution and delivery of this Agreement, the Shipowner has caused a
deposit to be made in cash with the Secretary in escrow of the following:

(Ys O which is the excess (calculated for each Vessel separately) of $24,000,000,
being the principal amount of the Obligations, issued and sold on the date hereof, over $25,401,298.34,
-being a sum equal to 8714% in the case of the Barges {and 75% in the case of the Towboats) of the
aggregate amount (as specified in Table A hereto) which the Secretary has determined has been,
as of the date hereof, paid by or for the account of the Shipowner for the Construction of the Vessels.

(i) $ O , which is the interest for a period of six months (computed at the effective
rate borne by the Obligations) on the amount specified 1n paragraph (i) above.

At the time of any additional sale of Obligations, the Shipowner shall deposit in the Escrow Fund
an amount determined by the Secretary in accordance with the formula set forth in Article V of Exhibit 1
to the Security Agreement, Said amount so deposited and any amount hereafter deposited with respect
to Vessels, together with insurance moneys, if any, to be deposited in escrow pursuant to Section
2.07(c) (2) of Exhibit 1 hereto, are herein called the “Escrow Fund”. Pursuant to Section 1108 of the
Act, the Secretary has accepted the aforesaid deposit, and the same and all amounts hereafter deposited
in the Escrow Fund with respect to the Obligations will be administered in accordance with the provisions
of Article V of Exhibit 1 hereto,

ARTICLE SECOND
Tree SecreTarY’s Note

On the date hereof, the Shipowner has duly executed and delivered, and the Secretary has accepted, a
promussory note in an amount equal to the QOutstanding Obligations of $24,000,000 (s2id promissory
note, together with any other promissory note issued pursuant to Section 3 06 of Exhibit 1 hereto, 15 here-
inafter called, collectively or individually, the “Secretary’s Note”). A true copy of the form of Secretary’s
Note is annexed hereto as Exhibit 2.
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ARTICLE THIRD

INCORPORATION oF ExHIBIT 1 BY REFERENCE

This Security Agreement shall constst of two parts the Special Provisions and the Genera] Pro-
visions attached hereto as Exhibit 1. made a part oi the Securiiy Agreement and are incorporated heremn
by reference

ARTICLE FOURTH

DEeFINITIONS

For all purposes of this Security Agreement, unless otherwise expressly provided or unless the
context otherwise requires:
(13 All references herein to Articles, Sections or Gther subdrvisions, unless otherwise specified,
refer to the corresponding Articles, Sections and other subdivisions of this Security Agreement;

{2) The terms “hereof”, "heresn”, “hereby”, "hereto”, "hereunder”, and “herewith” refer to this
Security Agreement ; and

(3) The terms defined in Schedule X to this Security Agreement or by reference therein to other
instruments and used herein shall have the respective meanings stated in said Schedule X or such
other instruments.

ARTICLE FIFTH
ADDITIONS, DELETIONS AND AMENDMENTS TO ExminIT 1

The following additions, deletions and amendments are hereby made to Exhibit 1 hereto:

(a) Concermng Section 203. The defined term “the Tule XI Reserve Fund and Financial
Agreement” 15 hereby deleted from Section 2 03 of Exhubat |

(b) Concerning Secton Z 04,

The provisions of Section 204 of Exhibit 1 hereto are amended:

(1) by deleting that portion of the first sentence of paragraph (a) thereof through the words
“, .. and not released ..” and substituting therefor the following:

“(a) Title to and Possession of the Vessels. On the date of this Secunity Agreement the
Shipowner lawfully owns the Vessels delivered on or before the date hereof free from any claim,
lien, charge, mortgage or other encumbrance of any character whatsoever (subject to (i) the
Charter, (ii) any charter, pledge or assignment, subordinated to the interest of the Secretary
hereunder, permitted under the Special Provisions hereof, and (i1i) the rights of the Secretary
hereunder and under the Mortgage) and shall, for the Secretary's benefit, warrant and defend
the title to, and possession of, each Vessel and every part thercof aganst the claims and demands
of all Persons whomsoever, provided that (except during such period that any Vessel shall
have been levied upon and taken imnto custody or detained in any proceeding in any court or
tribunal or by any government of other authority [except in connection with takings or requisitions
of the title or use of such Vessel by any government or governmental body] and not released) "

(2) by fixing the amount of liens permitted under Section 2.04(a) (1) (E) for each Vessel as,
in the case of 'I:owboats. $100,000 and, in the case of Barges, $10,000.

(3) Concermng Sale, Transfer or Charier of the Fessels. Section 204(b) 13 amended by
deleting in 1ts entirety said Section and substituting therefor the following:

“(b) Sale, Transfer or Charter of the Vessels or Sale of Fewer than All of the Vessels.
The Shipowner shall not, without the prior wnitten consent of the Secretary, sell, mortgage,
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demuse charter or transfer the Vessels, or charter the Vessels to an Affiliate, which Affiliate
shall be a ‘citizen of the United States’ within the meaming of the Shipping Act, 1916, as
amended, qualified to engage in the coastwise trade, and shall have submit:ed to the Secretary
affidavits as to such citizenship in the form prescribed by 46 CFR § 355, under any form
of charter other than in the form attached as Exhibit § to the Security Agreement except
the foregomng shall not apply to (i) takings or requisitions of the title or use of the Vessel by
any government or governmental body, (1) mergers or consolidations permitted by Article 1X,
(iit) demise charters of the Vessels approved in writing by the Secretary, or (iv) sales of any
of the Vessels provided that at the time of any such sale (w) the Shipowner meets the financial
test set forth in Article Third, Paragraph 5 of the Title X1 Reserve Fund and Financial Agree-
ment, (x) no Payment Default or Security Default shall have occurred and be continuing, (y)
such sale shall be for an amount which is not less than the net book value of such Vessel on the
date of such sale and will not resuit in a sale, transfer or disposition of greater than 10% of the
Shipowner’s total assets as reflected in the most recent audited consolidated balance sheet
furnished to the Secretary immediately prior to such sale and (z) the Proportionate Outstanding
Obligations relating to such Vessel are redeemed to the extent required as hereinafter provided.

“In the event of a sale of fewer than all of the Vessels, the Shipowner shall simultaneously pay
over to the Indenture Trustee funds in an amount sufficient to redeem a principal amount of
the Proportionate Outstanding Obligations rounded to the next higher integral multiple of
$1,000 and shall cause the redemption of such principal amount of Obligations, together with
any premium or accrued interest, on such Obligations so redeemed as provided for in sub-
section {c) of Article Third of the Indenture; prowded, howewver, the Shipowner shall only be
required to so redecm Obligations to the exient that such sale would result in a mandatory
redemption of Obligations by reason of Section 1104(b)(2) of the Act.”

(4) Concerning Section 204(h) Section 204(h) of Exhibit 1 hereto is hereby amended to
read in its entirety as follows:

“The Shipowner shall at all times {unless otherwise required by any mlitary authority of the
United States and except during such period as (1) the use of, or title to, a Vessel has been
taken or requisitioned by any government or governmental body, (2) there has been an actual or
constructive total loss or an agreed or compromised total loss of a Vessel, or (3) there has been
any other loss with respect to a Vessel and the Shipowner shall not have had a reasonable time
to repair the same) (A) at its own cost and expense maintain and preserve cach of the Vessels,
so far as may be practicable, in at least as good order and condition, ordinary wear and tear
excepted, as at the Closing Date, and (B) shall perform or cause 1o be performed (x) at least
once each five {5) years wrth respect to the Barges (y) once every year with respect to each
Towboat and (z) at any other time required by the Secretary, such surveys and inspec-
tions or take such other actions as are necessary to prove or establish such maintenance of each
of the Vessels to the satisfaction of the Secretary; provided, however, that the Shipowner shall
be entitled to a 30 day grace period for reasonable cause on the scheduling of surveys for the
Towboats upon notice to the Secretary, which notice shall contain the reason for the postpone-
ment of such survey and the date of the re-scheduled survey Each such survey and inspection
shall be performed by a competent and recogmzed independent marine surveyor The Ship-
owner shall furnish two copies of the report of such independent marine surveyor to the Secretary
within 15 days of such survey and inspection to which it relates. In addition, the Shipowner
shall furnish to the Secretary, annually, an Officer’s Certificate stating the condition of each of
the Vessels.”

(5) Concerming Section 2.04(i) Section 204(i) of Exhibit 1 is hereby amended to read
as follows:

“The Shipowner shall not, without the prior written consent of the Secretary, make, or
permit to be made, any material change in a Vessel which would alter the purpose for which such



Vessel was intended at the date hereof, provided, however, the [oregoing shall not prevent the
Shipowner’s removal and disposal, withou! replacement. nf the hatch cover ior any Barge which
is no longer used or useful in the operation of such Barge, protuded, {urther, that 1f the aggregate
Depreciated Actual Cost of hatch covers so removed and disposed of shall exceed $100,00C then
the Secretary may require a redemption of Proportionate Outstanding Obligations to the extent
that the then Outstanding Obligations exceed the aggregate of 8714% of the aggregate Depre-
ciated Actual Cost of the Barges then subject to the Mortgage and 73% of the aggregaic Depre-
ciated Actual Cost of the Towboats then subject to the Mortgage and such redemption shall be
treated as a redemptton of Sinking Fund Bonds at a premiur (if any shall then be due) pursuant
to Article Third of the Indenture,”

(c} Concernmg Execulion und Delivery of the Mertgage

The provisions of Section 2.06 of lixhibit 1 hereto are amended by deleting Section 2.06 and sub-
stituting therefor the following:

“On the Closing Date the Shipowner shall (1) execute and deliver to the Secretary the
Mortgage in the form required by the Granting Clause of the Special Provisions hereof, (1i) record
or cause to be recorded the Mortgage in the office of the United States Coast Guard, or its successor,
at the home port of any Vessel covered by such Mortgage and endorse the same upon such Vessel’s
document and (ni) deliver to the Secretary an opimion of its counsel in substantially the form
annexed hereta as Exhibit A to the form of the Mortgage ”

(d) Concerning Insurance (1) Section 207(a) of Exhibit 1 hereto is deleted.

(2) Section 207(b) of Exhibit 1 hereto is amended by deleting the words “Delivery Date
of the Vessel” and “Delivery Date”, respectively, and substituting in Yieu thereof the words “the date
on which a Vessel first becomes subject to the Mortgage”, and 1n connection with the last paragraph
of Section 207(b) of Exhibit 1 hereto, the amount of self-insurance permitted thereunder shall
be $2,000,000 per ycar on a cumulative basis (after application of the deductibles herein referred
to) for losses under the hull policy during such year and a $20.000 deductible per Barge for any
loss resulting from any one accident or occurrence and a $30,000 deductible per Towboat for any
loss resulting from any one accident or occurrence

(3) In connection with clause (i1) of Section 207(c) of Exhibit 1 hereto, payment of losses
by marine underwriters up to the amount of $100,000 per Vessel per accident, occurrence or event
may be made directly to the Shipowner

(4) Section 2.07(c) (2) of Exhibit 1 hereto is hereby deleted.

(5) Section 2 07{c}(3) of Exhibit 1 hereto is amended by deleting from the first sentence thereof
the words “whether prior to or after the Delivery Date and the insurance moneys have not been applied
as provided in subparagraph (2) of this paragraph (c)"” and the words “or held by the Secretary
pursuant to subparagraph (2) above”, and by delcting the proviso of Section 207(c)(3)(C) and
substituting therefor the following.

“: provided that, irrespective of the foregomng, the Shipowner shall not be required to so
deposit with the Secretary insurance moneys in an amount which, together with funds otherwise
available for the redemption of Obligations, is in excess of that required (i) for the redemption,
pursuant to Section 3.05 of Exhibit 1 to the Indenture of the Proportionate Outstanding Obliga-
tions rounded to the next highest integral multiple of $1,000 and (ii) for the payment to the
Secretary a proportionate amount (similarly determined) of ail other sums that may be secured
by the Secunity Agreement and the Mortgage . ."”

(6) Section 2.07(e) of Exhibit 1 hereto is amended by (A) deleting the words “Delivery Date
of the Vessel” 1n the two instances in which it appears and substituting in heu thercof the words,
“the date on which a Vessel first becomes subject to the Mortgage” and (B) inserting the following
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phrase after the phrase “policies of insurance” in line 4 thereof, “in the form of a protection and
indemnity policy or ejuivalent insurance mm accordance with the usual practice mn the trade”,
and in connection with the proviso clause of Section 207(e) of Exhibit 1 hereto, the amount of
self-insurance permitted thereunder shall be $500,000 per risk covered with respect to each accident,
occurrence or cvent and $500,0C0 with respect to each cargo or property carried. and the nmmimum
amount of such insurance, when comined with excess, shall be $15.000.000 in the apgregate for
any liabthty resulting from any one accident, cvent or occurrence

(7) Section 207(g)(2) of Exhibit 1 hereto 15 amended by deleting the proviso respecting
authority to enter into an agreement or compromise of the total loss of the Vessel and substituting
therefor the following :

“: protded that, the Sccretary shall not enter into such an agreement or compromise
without the prior written consent of the Shipowner unless the aggregate amount payable to the
Shipowner and/or the Secretary under such agreement or compromise, together with funds
held by the Indenture Trustee and the Secretary available for the redemption of Obligations, is
sufficient (1) to redeem or pay, pursuant to Section 2.09 of this Agreement, the Proportionate
Qutstanding Obligations as rounded to the next highest integral multiple of $1,000.”

(8) Pursuant to Section 207(1) of Exhibit 1 hereto the Secretary hereby agrees to accept
duplicate copies of all poliues of insurance required under said Section 207, promeded that the Ship-
owner agrees 1o deliver the originals of such policies at such time as the Secretary may request with
the agreement that such policies will be promptly returned to the Shipowner after the purpose of
such request has been fulfilled.

(9) Section 2.07(m) of Exhibit 1 hereto 15 hereby amended by inserting the word “reasonably”
after the word “may” in the second line thereof.

(e) Concerning Section 209 Section 209 of Exhibit 1 hereto is hereby amended by deleting
said Section 2,09 and substituting the following:

“Section 209, Reguisition of Title, Seisure, Forfeiture or Total Loss of the Vessel,
In the event of (&) reqmsaition of tile 10 a Vessel, {b) seizure or forfeiture of a Vessel or (c)
the circumstances referred to in Section 207(c)(3) if there shall have been an accident,
occurrence or event resulting in an actual or constructive total loss or an agreed or compromised
total loss of a Vessel:

“(1) The Shipowner shall promptly give written notice thereof to the Secretary;

“(2) The Shipowner shall (subject to the consent or approval of the Secretary and/or
the Maritime Admimstration if and to the extent they have jurisdiction) promptly pay all
amounts it receives by reason of such requisition, seizure, forfeiture or total loss to the
Secretary; and

*(3) After all amounts which are reasonably expected to be received by the Secretary
in connection with any such requisition, seizure, forfeiture or total loss (whether from
the Shipuowner pursuant 1o the foregoing subparagraph (2). from a government or
governmental body, or otherwise) shall have been received by the Secretary (A) if there
1s no existing Default, (i) the Secretary and the Shipowner shall give notice to the Indenture
Trustee for the redemption of the Proportionate Qutstanding Oblgations pursuant to
Section 3.05 of Exhibit 1 to the Indenture; provided, howvever, that such redemption shall
be limited to that amount necessary to meet the requirements of Section 1104 (b) (2) of the
Act, (in arriving at the Proportionate Outstanding Obligations to be redeemed pursuant
to Section 305 of Exhitat 1 to the Indenture, the Actual Cost or Depreciated Actual Cost,
as appropriate, of any Vessel or Vessels shall be determined as of the date of the loss, requisi-
tion of title, seizure or forfeiture by reason of which such redemption is required to be
made), (n) such amount, if any, held by the Secretary shall be paid to the Indenture
Trustee not earlier than 10 days prior to, nor later than the opeming of business on, the

7



Redemption Date required by Section 305 of Exhibit 1 to the Indenture, and (iii) the
balance, if any, shall be apphed by the Secretary first for the payment of all other
sums that may be sccured hereby, and second, the remainder shall be paid over to the
Shipowner, or (B) 1f there 1s an existing Default and the Guarantees shall not have
terminated pursuant to Section 305, such amounts shall be held until the same may be
applied or paid under clause (A), (C), or (D) of this subparagraph (3), whichever is
applicable, or (C) 1if the Guarantees shall have terminated pursuant to Section 305(3),
he applied as provided in Section 605 {D) if the Guarantees shall have terminated pursvant
to Section 3 05(2) or (4), such amounts shall be paid by the Secretary to the Shipowner;

provided that, the Shipowner shall not be required to pay to the Secretary pursuant to the fore-
going subparagraph (2) an amount which, together with funds held by the Secretary and the
Indenture Trustee and available for the redemption of Obligations, 1s in excess of that required
far the redemption of (x) the Proportionate QOutstanding Qbligations pursuant to Section 3 05
of Exhibit 1 to the Indenture, and (y) for the payment to the Secretary of all other sums that may
be secured hereunder as is equal to the proctuct obtained by multiplying such sums by a fraction,
the numerator of which shall be the Actual Cost or Dcpreciated Actual Cost, as appropriate,
of the Vessel or Vessels affected by such event and the denominator of which shall be the aggre-
gate of the Actual Cost and Depreciated Actual Cost of all Vessels subject to the security interest
of the Secretary under this Security Agreement, including the Vessel or Vessels affected by
such event.”

(f) Concerning Financial Stotemcnis. The Secretary consents to the use of consolidated
financial statements in the form regularly used by the Shipowner and its subsidiaries for purposes of
the financial information required by Section 2.10(a) of Exhibit 1 hereta,

{g) Concerming the Notice of Morigage. In connection with Section 2 12 of Exhibit 1 hereto,
the notice of mortgage specified therein to be carried on the Vessels shall (subject to the provisions of
said Section 2 12) read as follows:

NOTICE OF MORTGAGE

“This Vessel 1s owned by AMERicAN CoMMERCIAL LINES, INC,, and is covered by a First
Preferred Fleet Mortgage in favor of the United States of America, under authonty of the Ship
Mortgage Act, 1920, as amended and is under bareboat charter to Commercial Barge Line
Company Under the terms of said Mortgage, neither AMERICAN CoMMERCIAL LINES, INC,
any charterer, the Master of this Vessel nor any other person has any right, power or authority
to create, incur or permit to be placed or imposed upon this Vessel any lien whatsoever
other than liens for wages of a stevedore when employed directly by AMERICAN CoMMERCIAL
Lines, INc, or the operator, Master, ship's husband, or agent of this Vessel, for crew’s
wages in respect of this Vessel {mcluding wages of a Master to the extent provided by
Public Law 90-293, approved April 25, 1968), for general average, or for salvage (including
contract sulvage), or, to the extent they are liens subordinate to the lien of said Mortgage, other
liens incident to current operations or for repairs, and other mortgages permitted by said
Mortgage.”

The Notice of Mortgage specified 1n Section 2,12 of Exhibit 1 hereto shall in the case of Barges
be a plate made of metal or other durable matenal affixed to such Barge and shall cover a space not less
than six inches wide by mne inches high

(h) Concermng Section 302(b). Section 302(b) of Exhibit 1 hereto is hereby amended by
deleting said section in its entirety and substuituting therefor the following .

“The Guarantee Fee shall be based on a ratio of the Shipowner's net worth (the ‘Net
Worth’) to the Shipowner's long term debt (the ‘Long Term Debt'), as heremafter defined,
both on a consolidated hasis and based on mjurmation in the consolidated finanmal statements in
the form rcgularly used by the Shipowner and its subsidiaries. The Guaraniee Fee shall be



subject to annual redetermination by the Secretary prior to the annual period covered by said
Guarantee Fee on the basis of the ratio of Net Worth to Long Term Debt, as hereinafter stated,
and the Secretary, in the event of any change 1n the rate of the Guarantee Fee, shall promptly
gve written notice to the Shipowner specifying the Guarantee Fee for such annual period For
the purpose of determming the Guarantce Tee, the term ‘Net Worth' shall mean as of any date,
the total of (1) paid-in capilal stock, paid-in surplus, carned surplus and appropriated surplus.
and all other amounts that would be included in net worth in accordance with generally accepted
accounting principles. (2) deferred investment tax credu, and (3) Subordinated Debt, and the
term ‘Long Term Debt’ shall mean, as of any date, the total of (i) notes, bonds, debentures,
equipmment obligations and other evidences of indebtedness that would be included in Long Term
Debt 1n accordance with generally accepted accounting principles, and (n) Deferred Lease Hire,
but exclusive of deferred income and Subordinated Debt

(1) Concermng Artiwcle IV  Secuons 4.01, 402, 403, 404 and 4 05 are inapplicable and are
deleted.

(j) Concerming Section 503 Section 503(1) (C) of Exmbit 1 is hereby amended by inserting
the words “or the Depreciated Actual Cost, as appropriate,” after the words "Actual Cost” in the
second line thereof

(k) Concermng Section 506 The first sentence of Section 506 of Exhibit 1 hereto is hereby
restated as follows:

“The Escrow Fund will terminate 90 days after the Closing Date (herein called the
“Termination Date of the Escrow Fund’)."
(1) Concermng Section 6.01. Section 601(b) of Exhibit 1 hereto is hereby amended by (i)
deletng paragraph “8"” thereof and (1) renumbering paragraph "9 as paragraph “8".
(m) Concermng Section 901. Scction 901(a) of Exhibit 1 hereto is hereby amended by add-
ing the following clause to the end of such sechon:
“or, with respect to any such consolidation or merger, the Shipowner shall be the surviving
corporation in such merger or consolidation ”
(n) Concerning Notices. Subject 1o change as provided in Section 1001 of Exhibit 1 hereto,
any notice, request, demand, direction, consent, waiver or approval to be given to a party hereto, or
other communicat:ons, shall be deemed to have been sufficiently given or made when addressed to:

The Secretary at:
SeECRETARY OF COMMERCE
c/o Assistant Secretary of Commerce for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, D. C. 20230
The Indenture Trustee at,
Tue Caase MARBATTAN BanNx
{ National Association),
One New York Plaza
New York, New York 10081
Attention  Corporate Trust Administration Division
The Shipowner at:
AMERICAN CoMMERCIAL LINES, INC.
3800 Frederica Street
Owensboro, Kentucky 42301
Attenuion Secrctary
with a copy to
3401 Allen Parkway
Houston, Texas 77019
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(0) Concerning the Special Provinions  In the event of any conflict in, or inconsistency between,
the Special Provisions of this Security Agreement and Exhibit 1 hereto, said Special Provisions
shall control.

In Witxess WREREOR, the parties have caused this Security Agreement to be executed and dehivered
the day and year first above written.

AMERICAN CoMMERCIAL Lixes, INc.
As Shipowner

UNITED STATES oOF AMERICA
SECRETARY oF COMMERCE
By ASSISTANT SECRETARY OF COMMERCE

For 7: Arpas
By /. % .............. .

Assistant Secretary
Maritime Administration
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SCHEDULE X
“Act” means the Merchant Marine Act of 1936, as amended and in effect on January 17, 1980

“Act of Obligees” means any request, demand, authorization, direction, notice, consent, waiver or
other action to be given or taken by Obligees and embodied in one or more documents of the type, and
executed 1n the manner, required by an Indenture

“ectual Cost™ means the actual cost of a Ves<el as determined and redetermined by the Secretary
pursuant to the Security Agreement and Sections 1101{f) and 1104(b) (2) of the Act

“Actual Knowledge” or “actual knowledge” means actual knowledge of 2 Responsible Officer

“Affiliate” or . ffiliated” means any Person directly or indirectly controlling, controlled by or under
common control with another Person.

“cdmendment No 2to and Restatement of Title XI Reserve Fund and Financial Agreement”
means that Amendment No 2 to and Restatement of Title XTI Reserve Fund and Financial Agreement,
Contract No. MA-8428, dated July 31, 1980 between the Charterer and the Sccretary.

“Authorisation Agrecment” means the Authorization Agreement, Contract No MA-9392, to be dated
July 31, 1980, between the Secretary and the Indenture Trustee, whereby the Secretary authorizes
the Guarantee of the United States to he endorsed on cach of the Obligations, as eriginally executed, or
as the same may be modified, amended or supplemented in accordance with the applicable provisions thereof.

“Authoriced Newspapers” means “The Wall Street Journal” (all editions), the “Journal of Com-
merce” and a newspaper of general circulation printed in the English language, customanly published on
each Business Day, whether or not published on Saturdays, Sundays or legal holidays and of general
circulation in New York, New York Whenever successive weekly publications 1n the Authorized News-
papers are required under any agreement or other document, they may be made (unless otherwise expressly
provided therein) on the same or different days of the week and i1n the same or in different Authorized
Newspapers 1, because of the temporary or permanent suspension of the publication or general circulation
of any newspaper or for any other reason, it is imposstble or impracticable to publish any notice required
hereunder in the manner provided, then such publication in lieu thereof as shall be made with the approval,
in the case of a notice under the Indenture, of the Indenture Trustee, or in the case of a notice under
the Authorization Agreement or the Security Agreement, of the Secretary, shall constitute a sufficient
publication of such notice.

“dverage Principal Amount of Obligations Ouistanding” shall mean the average principal amount
of the Obligations Qutstanding during the annual period covered by the Guarantee Fee in question.

“Barge” means a barge listed in Schedule Y or Z to the Guarantee Commitment

“Bond Purchase Agrecment” means that certain underwriting agreement relating to the sale of the
Obligations between the Shipowner and the Purchaser named thercn, as origmally excuted or as modified,
amended or supplemented in accordance with the applicable provisions thereof,

“Business Day” means a day which is not a Saturday, Sunday or a bank holiday under the laws of
the United States or the State of New York.

“Charter” means the Bareboat Charter dated July 31, 1980 between the Shipowner and the
Charterer substantially in the form of Exhibit 5 to the Secunity Agreement as origmally executed, or as the
same may be modified, amended or supplemented in accordance with the applicable provisions thereof,
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“Charterer” means Commercial Barge Line Company, a Delaware corporation, and its successors
and assigns under the Charter

“Closing Date” means the initial date on which the Obligations are sold and delivered pursuant to the
Bond Purchase Agreement

“Company” means Commercial Barge Line Company, a corporation organized and existing under
the laws of the State of Delaware

“Consent” when used with respect to the Shipowner means a written consent of the Shipowner
executed by a Responsible Officer thereof.

“Consent 1o Asssgnment of Charter” means the consent of the Charterer executed on or before the
Closing Date, evidencing consent to the assignment of the Charter, insofar as it relates to the Vessels,
under the Security Agreement, as originally executed or as the same may be modified, amended, or
supplemented in accordance with the applicable provisions thereof

“Consent of Shipbuilder” means the consent of the Shipbuilder to be executed on or before the
Closing Date, evidencing consent to the assignment of the Construction Contract, insofar as it relates
to the Vessels, under the Security Agreement. as originally executed or as the same may be modified,
amended or supplemented in accordance with the applicable provisions thereof

“Construction” means construction of a Vessel, including the designing, inspecting, outfitting and
equipping thereof

“Consiruction Contraci” means the Construction Contracts dated as of March 1, 1978 and March 3,
1978 between Jeffboat, Incorporated and the Shipowner providing for the construction of 4 Towhoats
and 99 Barges as originally executed or as the same have heen or may be modified, amended or supple-
mented in accordance with the applicable provisions thereof.

““[Clontrol”™ means the possgssion, directly or indirectly, of the power to direct or cause the direction
of the management and policies of a Person, whether through ownership of voting securities, by contract
or otherwise, and the terms “controlling’’ and “controlled” have meanings correlative with the foregoing.

“Corporate Trust O ffice’” means the office or agency of the Indenture Trustee at which at any partic-
ular time 1ts corporate agency business shall be conducted, except that with respect to Section 601 of
Exhibit 1 to the Indenture and the definition of the term “Secretary’s Nouice”, Corporate Trust Office
shall mean the office or agency of the Indenture Trustee at which at any particular time its corporate
trust business <hall be administered

“Crew's Wages” means crew's wages including the wages of a master to the extent provided by
Public Law 90-293, approved April 25, 1968.

“Default” when used in the Security Agreement has the meaning attributed to it in Section 601 of
Exhibit 1 to the Secunty Agreement

“Delivery Date” means the date when a Vessel is delivered to and accepted by the Shipowner pursuant
to the Construction Contract relating thereto.

“Depository” means The Chase Manhattan Bank (National Association), a national banking associa-
tion, as depository under the Depository Agreement and any successor or assign under the Depository
Agreement.



“Depository Agreement” means the Depository Agreement dated July 31, 1980 (Comract No
MA-9395) among the Shipowner, the Charterer, the Secretary and the Depasitory as origmally executed,
or as the same may be modified, amended or supplemented in accordance with tl.c apphcable provisions

thereof.

“Depreciated Actual Cost”’ means, with respect to any Vessel, the depreciated actual cost of such
Vessel as determined and redetermined by the Secrctary pursuant to Section 1101{g) of the Act.

“Eligible Invesiment” has the meaning specified in the Title XI Reserve Fund and Financial
Agreement

“Escrow Fund” has the meaning specified in Article First of the Special Provisions of the Security
Agreement.

“Guaranice” means each, and “Guarantees” means every guarantee of an Obligation by the United
States pursuant to Title X1 of the Act, as provided in the Authorization Agreement.

“Guarantce Commitment” means the Commitment to Guarantee Obligations by the United States,
Contract No. MA-9391, dated January 17, 1980, cxecuted by the Secretary and accepted by the
Shipowner with respect to the Guarantees, as originally executed or as modified, amended or supplemented
in accordance with the applicable provisions thereof.

“Guarantee Fee” means the annual fee payable to the Secretary for the Guarantees.

“Holder” means each, and “Holders” means every, registered holder of an Obligation.

“Increased Seccurity” means, with respect to each Vessel, the Secretary’s Note, the Security Agree-
ment, the Vesscl, the Sccunity, the proceeds and the Policies of Insurance, collectively, described in Sec-
tion 6.04 of Exhibit 1 to the Security Agreement

“Indenture” means the Trust Indenture dated July 31, 1980 between the Shipowner and the
Indenture Trustee, as oniginally executed, or as the same may be modified, amended or supplemented in
accordance with the applicable provisions thereof.

“Indenture Default” has the meaning specified in Article VI of Extubit 1 to the Indenture.

“Indenture Trustee” means The Chase Manhattan Bank (National Association), New York, New
York, a national banking association, and any successor trustee under the Indenture

“Independent Auditing Firm" means a firm of independent ce-tified public accountants or independent
licensed public accountants, certified or licensed by a regulatory authority of a state or other political
subdivision of the United States, who may be the regular auditors for the Shipowner.

“Interest Payment Date” means, with respect to any Obligation, the date when any installment of
interest on such Obligation 1s due and payable

“Latest Schedule” has the meaning specified in Section 302(b) of Exhibit 1 to the Security
Agreement,

“Long Term Decbt” has (a) in the case of the Title XI Reserve Fund and Financial Agreement,
the meaning set forth in Section 1{d) of Exhibit 1 thercto and (b) for all other purposes, the meaning
specified in Section 3.02(b) of Exhibit 1 to the Security Agreement with respect to the Shipowner.
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“Maritime Administration” means the Maritime Administration established by Reorgamazation Plan
No. 21 of 1950 and continued by Reorgamzation Plan No 7 of 1961, or any body or official which is
successor to said Maritime Admimstration with respect to a particular function.

“Maturity”, when used with respect to any Obligation. means the date on which the principal of such
Obligation becomes due and payable as therein provided, whether at the Stated Maturity, by redemption,
or by acceleration.

“Moneys Due in Respect of the Construciion of the Vessels” has the meaning specified in paragraph IT
of the Granting Clause of the Special Provisions of the Security Agreement.

“Morigage” means the first preferred fleet mortgage on the Vessels, Contract No MA-9394, to he
dated July 31, 1980 berween the Shipowner and the Sccretary, substantially i the form of Exhibit 3 to
the Sccurity Agreement, as ong'nally executed or as modified, amended or supplemented in accordance
with the applicable provisions thereof

“Morigogee” means the Secretary, as mortgagee under the Mortgage.
“Morigagor” means the Shipowner, as mortgagor under the Mortgage.

“Net Worth” or “Owner’'s Equsty” (a) when used with respect to 2 Guaranice Fee has the meaning
specified 1n Section 3 02(b) of Exhibit 1 to the Secunity Agreement and (b) when used with respect to
the Title XI Reserve Fund and Financial Agreement has the meaning specified in Section 1(b) of the
Title XI Reserve Fund and Financial Agreement.

“Obligation” means each, and “Obligations” means every, obligation of the Shipowner bearing a
Guarantee and authenticated and delivered pursuant to the Indenture and the Authorization Agreement

“Obligation Register” has the meaning specified in Section 2.10 of Exhibit 1 to the Indenture.
“Obligee” means each, and “Qbligees” means every, Holder of an Obligation.

“Offering Cwcular” means that certain final offering circular dated July 17, 1980 relating to
the issuance and sale of the Obligations.

“Officer's Certificate” means a certificate conforming to Section 102 of Exhibit 1 to the Security
Agreement and signed by a Responsible Officer of a Person.

“Opinion of Counsel” means an opinion of counsel conforming to Section 102 of Exhubit 1 to the
Security Agreement.

“Outstanding”’, when used with reference to the Obligations, shall mean all Obligations theretofore
issued under the Indenture, except

(1) Obligations Retired or Paid; or
(2) Obligations in lieu of which other Obligations have been 1ssued under the Indenture

“Paying Agent” means any bank or trust company having the qualifications set forth in clauses
(1), (3), {4) and (5) of Section 7.02(a) of Exhibit 1 to the Indenture which shall be appointed by the
Shipowner 1n accordance with Section 4 02 of Exlulit 1 to the Indenture to pay the prinaipal of (and
premium, if-any) or interest on the Obligations on behalf of the Shipowner

“Pagyment Dcfault” has the meaming specified in Section 6.01(a) of Exhibit 1 to the Security

Agreement.
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“Pervon” means any individual, corpnration, partnership, estate, joint venture, association, joint-stock
tompany, trust, wnincorporated organization or government or any agency or political subdivision thereof

“Place of Payment™ means the place at which an Obligation is to be redeemed pursuant to Article
IIT of Exhilt 1 to the Indenture

“Policies of Insurance” and “Policies” mean all cover notes. hinders, policies of insurance and
certificates of entry in a protection and indemnity association, club or syndicate with respect to a Vessel,
including all endorsements and riders to any thereof,

“Proportionate Qutsianding Obligntions” means, with respect to any redemption pursuant to
Section 3 03 of Exhibit 1 to the Indenture, the Proportionate Part of the Obligations immediately prior
to such redemption and, in the case of any other calculation, means the Proportionate Part of the
Obligations Quistanding as of the caleulation date that is 2ppropriate in the context

“Proportionate Part of”’ mcans, as of the date of any calculation, the portion of the item 1n question
which bears the same proportion to the entire amount of the item in question as (x) the Depreciated
Actual Cost of the Vessels (in respect of which such calculation 15 being made) as of such date multiplied
by 755 or B714% as the case may be, bears to () the Depreciated Actual Cost of all the Vessels multi-
phed by 755 or & 1% as the case may be, as of the date of such calculation: provided that the Depre-
ciated Actual Cost of any Vessel which shall have previously been the subject of an event occasioning
a redemption pursnant to Section 3 05 of Exhibit 1 to the Indenture shall be excluded from such calculation.

“Principal Officc”. when used with respect to the Shipowner means the principal place of business of
the Shipowner at which at any particular time 1ty ¢nrporate business (or in the case of a commercial
bank, its corporate trust business) shall be principally administered

“Purchascr” means each, and “Purchasers” means every, Person who executes or is listed in the Bond
Purchase Agreements with the Shipowner.

“Redemption Dute” means, with respect to any Obligation, the date fixed for the redemption of an
obligation by or pursuant to Article II1 of Exhibit 1 to the Indenture or the Special Provisions thereof.

“Redemption Price” means, with respect to any Obligation, the price at which an Obligation is to
be redeemed pursuant to Article ILI of Exhibit 1 1o the Indenture or the Special Provisions thereof.

“Request” means a written request to a Person for the action therein specified, signed by a Respon-
sible Officer of the Person making such request.

“Responsible Officer’” means (1) in case of any business corporation, the chairman of the board of
directors, the president, any vice president, the secretary, any assistant secreiary, the treasurer or any
assistant treasurer and {u) in the ca~e of any commercial bank, the cha:rman or vice chairman of the
board of directors or trustees or of any executive commuttee, the president, any vice president, the secretary,
the treasurer, anv assistant secrefary or assistant treasurer, any trust officer, any executive or senior
or secon] or assstant vice president, or any other officer or assistant officer customarily performing
Junctions ~inmiar 1o those periormed by the persons who at the time shall be such officers, or to whom
any corpolite trust matter 15 referred because of s knowledge of and familianty with the particular
subject

*Retired o0 Paad™ as apphed tn Obhgations and the indebtedness evidenced thereby, means that
such Obligatim« shall he dvemed 1o have been retired or pmd and shall no longer be entitled to any
nights or benelits provided in the Indenture if

(1) such Obhgations shall have been paid in full;



(2) such Obhgauons shall have been cancelled by the Indenture Trustee or shall have been
delivered to the Indenture Trustee for cancellation; or

(3) such Obligatinns shall have hecome due and payable at Maturity and funds sufficient for the
paxmen, of such Obligations {(inclurding interest to the date of Maturity [or 1n the case of a payment
after Maturity to the date of pavment] together with any premium thereon) and available for such
payment (whether as a result of payment pursuant to the Guarantees or otherwise) shall he held by
the Indenture Trustee or any Pay.ng Agent pursuant to Section 4 02 of Exhibit 1 to the Indenture
{(or shall have been so held and shall thereaiter have been pand to the Shipowner pursuant to Section
4 03 of Exhulnt | to the Indenture) in trust for the purpose or with irrevocable directions to it to so
apply the same,

prowded that the foregoing defimtion 15 subject to the prowisions of Section 608 of Exhibit 1 to the
Indenture

“Schedule ¥ Fessels” means the Towboats and Barges histed i Schedule Y to the Guarantee
Commutment, together with related appurtenances, additions, improvements and replacements

"Schedule Z 1Vessels” means the Towboats and Barges histed in Schedule Z to the Guarantee Com-
mitment, together with related appurtenances, additions, improvements and replacements,

“Secretary” means the Secretary of Commerce or any offical or body from time to time duly
authonized to perform the dulies and functions of the Secretary of Commerce under Title XT (including
the Acaistant Secretary of Commerce for Mariume Affairs, the Acting Assistant Sccretary of Commerce
for Matiime Aftairs, the Martime Admimstrator, the Acting Maritime Adminiotrator. and, io the extent
so authorized, the Deputy Assistant Secretary of Commerce for Maritime Affairs, the Deputy Maritime
Admimisirator and other ofticials of the Maritime Admunistration)

[ ]

“Sccrotary of Commerce” means the Secretary of Commerce or any official or body from time to time
duly authonized to perform the duties and functions of Secretary of Commerce under the Act (other than
Tile XI thereof), nr any other staiutes relaiing to the American Merchant Manne (including the
Mantime Subsady Roard, the Assistant Secretary of Commerce for Mariume Affairs, the Acting Assistant
Secretary of Commerce for Mariime Affairs, the Maritime Administrator, the Acting Mantime Adminis-
trator, and uther assistanls sn authorized, and, to the extent so authorized, the Deputy Assistant Secretary
of Commerce for Maritime Affairs, the Deputy Maritime Admimstrator and other officials of the Maritime
Admunistration).

“Secretary’s Nole” means a promissory note issued and delivered by the Shipowner to the Secretary
described 1n Article Second of the Special Provisions of the Secunty Agreement

“Secretary's Notice” means a notice from the Sccretary to the Indenture Trustee to the effect that
(a) a default, waithun the meaning of Section 1105(b) of the Act, has occurred under a mortgage, loan
agreement, or other security agreement that has been entered into among the Secretary, the Shipowner
and any other parhies m order to protect the interests of the United Siates in connection with the
Guarantees, (b) such notice is given for the purposes of Section 6 01(b) of Fxhilnt 1 to the Indenture
in order 1o protect the security nterests of the Umterd States under such mortgage, loan agreement or
other security agreement, and (c) the Guarantees will terminate upon the expiratiun of 60 days from
the date of such nofice if the Indenture Trusice and each Obligee shall have failed to demand payment
of the Ciuarantees as provided in this Indenture, in the Guarantees or 1o the Act  Such notice shall be
given (i) m writing, by regiztered mail, return receipt requested, deposited in the United States mails on
the date of cuch notie and addressed 10 a Responsible Officer in the Corporate Trust Office of the
Indenture Trustee, in accordance with the Special Provisions of the Indenture, (ir1 by collect telegram,
telex, telecopy or similar means of transmission dispatched on such date and addressed to the Indenture
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Trustee as aforesaid and (i) by collect telephone call made on such date to a Responsible Officer in the
Corporate Trust Oftice of the Indenture Trustee A Secrerary’s Notice shall not be deemed to have been
given unless 1t shall have been given in accordance with all the prowvisions of this defimtion, and the
date of amy Secretary's Notice shall be deemed to be the date on which it 15 50 given

“Security” has the meaning specified in the Granting Clause of the Special Provisions of the Security
Agreement

“Security dgrecment” reans the seenrity agreement, Contract No MA-9393, with respect to the
Vessels to he executed on July 31, 1980 by the Secretary and the Shipowner relating to the security
m respect of the Guarantees, as originally executed or as modified, amended or supplemented in accordance
with the applicable provisions thereof

“Secursty Default” has the meamng specified 1n Section 6 01 of Exhibit 1 to the Security Agreement.

“Shipbuilder” shall mean Jeffboat, Incorporated, a Delaware corporation and its successors and
assigns

“Shipowner” means American Commercial Lines, Inc, a Delaware corporation, and subject to the
provisions of Section 8 01 of Exhibit 1 to the Indenture shall alse include its successors and assigns

“Stated Maturity”, when used with respect to any Obligation, means the date specified 1n any
Obligation as the final fixed date on which the principal of such Obligation is due and payable and
“Stated Maturities” means every such date

“Subordmated Debt" means debt subordinated o the Obligations on either (a) the terms and
conditions set forth in the Statement of Subordnatron Terms i (1) Exhibit 3 to the Title X1 Reserve
Fund and Financial Agreement for debt of the Company or (i1) Exhbit 4 to the Title XI Reserve
Fund and Financial Agreement for debt of the Shipowner or (b) such other terms as are approved by
the Secretary.

“Stccessoy” means a Person formed by or surviving a consolidation or merger with the Shipowner
or to which the Vessels have been sold and which has qualified as such successor under all applicable
provisions of the Sccurity Agreement, Mortgage and Indenture

“Supplemental Indenture” shall mean any indenture supplemental to an Indenture entered into
pursuant to Article X of Exhibit 1 to the Indenture,

“Title XI” means Title XTI of the Act,

“Title XI Rescrve Fund and Financial Agrecement” means that Tile XI Reserve Fund and Financial
Agreement, Contract No MA-8428, dated July 29, 1970, between the Charterer and the Secretary,
as origmally executed, as amended by Amendment No 1 thereto dated August 30, 1977 and as the
same may be further amended or supplemented n accordance with the applicable provisions thereof

“Towboat” means a towboat listed 1 Schedule Y or Z to the Guarantee Commitment
"“United States” means the United States of Amenica

“Pessel” means each, and “Fessels” means every. Schedule Y Vessel and every Schedule Z Vessel
owned by the Shipnwrer together with all property relating to said Vessel or Vessels which the Shipowner
has. or will have, an mterest in pursuant to the Construction Contract and all work and material heretofore
or herealter performed upon or installed 1n, or placed aboard each Vessel and shall mean such Vessel as
completed in accordance with the Construction Contract, together with related appurtenances, additions,
improvements and replacements, and when used with respect to the Mortgage shall have the meaning
specified in the Granting Clause thereof
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fapy & UL T

TABLE A - DELIVERED VESSELS

Official Delivery Actual Depreciation Total Depreciated
Name of Vessel Number Date Cost (a) Rate Per Day (b) Depreciation(ec) Actual Cost (d)

ACBL 124 604024 6-18-79 $173,000 $18.48493 $ 7,541.85 $165,458.15
ACBL 1850 606600 1-18-80 183,000 19.55342 3,793.36 179,206.64
ACBL 1851 606601 1-28-80 183,000 19.55342 3,597.83 179,402.17
ACBL 1852 606602 1-28-80 183,000 19.55342 3,597.83 179,402,17
ACBL 1853 606603 1-28-80 183,000 19.55342 3,597.83 179,402.17
ACBL 1854 606604- 1-28-80 183,000 19,55342 3,597.83 179,402,17
ACBL 1855 606605 1-28-80 183,000 19.55342 3,597.83 179,402.17
ACBL 1856 606606 1-28-80 183,000 19.55342 3,597.83 179,402.17
ACBL 1857 606607 1-28-80 183,000 19.55342 3,597.83 179,402,117
ACBL 1858 606608 1-28-80 183,000 19.55342 3,597.82 179,402.18
ACBL 1859 606609 2-04-80 183,000 19,.55342 3,460,.95 179,539.05
ACBL 1870 609317 7-25-79 178,000 19.01917 7,056.11 170,943.89
ACBL 1871 609318 7-31-79 178,000 19.01917 6,941.99 171,058.01
ACBL 1872 609319 8-01-79 178,000 19,01917 6,922.97 171,077.03
ACBL 1873 609320 8-03-79 178,000 19,01917 6,884.93 171,115.07
ACBL 1874 609321 8-09-79 178,000 19.01917 6,770.82 171,229.18
ACBL 1875 609322 8-06-79 178,000 19.01917 6,827.88 171,172.12
ACBL 1876 609323 8-08-79 178,000 19.01917 6,789.84 171,210.16
ACBL 1877 609324 8-13-79 178,000 19.01917 6,694.74 171,305.26
ACBL 1878 609325 8-13-79 178,000 19.01917 6,694.74 171,305.26
ACBL 1879 609326 8-15-79 178,000 19.01917 6,656.70 171,343.30
ACBL 13880 609327 8-15-79 178,000 19.01917 , 6,656.70 171,343.30
ACBL 1881 609328 8-17-79 178,000 19.01917 6,618.67 171,381.33
ACBL 1882 609329 8-17-79 178,000 19.01917 6,618.67 171,381.33
ACBL 1883 609330 8-23-79 178,000 19.01917 6,504.55 171,495.45
ACBL 1884 609331 8-27-79 178,000 19.01917 6,428.47 171,571.53
ACBL 3200 604025 5-18-79 209,000 22.33150 9,803.52 199,196.48
ACBRL. 3201 604026 5-14-79 209,000 22.33150 9,892.85 199,107.15
ACBL. 3202 604027 5-15-79 209,000 22.33150 9,870.52 199,129.48
ACBL 3203 604028 5-14-79 209,000 22.33150 9,892.85 199,107.15
ACBL 3204 604029 5-21-79 209,000 22,33150 9,736.53 199,263.47
ACBL 3205 604030 5-30-79 209,000 22.33150 9,535.55 199,464 .45
ACBL 3206 604031 5-21-79 209,000 22.33150 9,736.53 199,263.47
ACBL 3207 604032 5-30-79 209,000 22.33150 9,535.55 199,464 .45
ACBL 3208 604033 6-06-79 209,000 22.33150 9,379.22 199,620.78
ACBL 3209 604034 5-30-79 209,600 22.33150 9,535.55 199,464 .45
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NOTE:

(a)

{b)

(c)
(4a)

Table A - Delivered Vessels

The actual cost of the vessels listed as of the date herecf as determined
by the Secretary.

Depreciation on a straight-line basis over the 25-year useful life of the
vessel computed at a rate per day.

The depreciation rate per day times the total number of days.

The actual cost less the total depreciation.
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Page L of 5
SCHEDULE Y

(Vessels Delivered Ome Year Prior to July 31, 1980)

Approximate
Official Place Year Tonnage
Type Name No. Built Built Gross/Net

. Barge, Chemical Chem 110 584490 Jeffersonville 1977 835/835
Indiana

Barge, Chemical Chem 111 584491 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 112 584492 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 113 594493 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 114 584494 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 115 584495 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 116 584496 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 117 584497 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 118 584498 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 119 584499 Jeffersonville 1978 835/835
Indiana

Barge, Chemical Chem 120 593014 Jeffersonville 1973 335/835
Indiana

Barge, Chemical Chem 121 593015 Jeffersonville 1978 335/835
Indiana

Barge, Chemical Chem 122 593016 Jeffersonville 1978 335/835
Indiana

Barge, Chemical Chem 123 593017 Jeffersonville 1978 835/335
Zndiana

3arge, Chemical Chem 124 593018 Jeffersonville 1978 835/835
indiana

Barge, Chemical Chem 125 593019 Jeffersonville 1978 335/835

Indiana



Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
-Barge,
ﬁarge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barze,

Jarge,

(Vessels Delivered One Year Prior

Type
Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Eopper

Covered Hopper

Covered Hopper

Covered Fopper

Name

Chem 126

Chem

Chem

Chem

Chem

Chem

Chem

Chem

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

127

128

129

130

131

132

133

3200

3201

3202

3203

3204

3205

3206

3207

SCHEDULE Y

Qfficial

No.

593020

593021

593022

593023

593024

593025

593026

593027

604025

604026

604027

604028

504029

604030

604031

604032

to July 31, 1980)

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvilla
Indiana

Year
Built
1978
1978
1978
1978
1978
1978

1978

1978

1979

1979

1979

1979

1979

1979

1979

1979

Page 2 of 5

Approximate
Tonnage
Gross/Net
835/835
835/835
835/835
835/835
835/835
835/835

835/835

835/835

986/986

986/986

986/986

986/986

986/986

986/986

986/986

986/986



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

3arge,

3arge,

Barge,

(Vessels Delivered One Year Prior to July 31, 1980)

Iype

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hoprver

Cpen Hopper

Open Zopper

Cpen Hopuper

Open Hopper

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

aC3L

Jame

3208

3209

3210

3211

3212

3213

3214

110

111

112

113

114

115

116

117

113

SCHEDULE Y

Official
No.

604033

604034

604035

604036

604037

604038

604039

604010

604011

604112

604113

604114

504115

504116

804017

604018

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Iindiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
-indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year

Built

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

Page 3 of

Approximat
Tonnmage

_Gross/Net

986/986

986/986

986/986

986/986

986/986

986/986

986/986

729/729

729/729

729/729

729/72%

729/729

729/729

729/729

729/729



(Vessels Delivered One Year Prior to July 31, 1980)

Iype

large, Open Hopper

jarge, Open Hopper

large, Open Hopper

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Open Hopper

Open Hopper

Open Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Bopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Name

ACBL 119

ACBL 120

ACBL 121

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

122

123

124

3215

3216

3217

3218

3219

3220

3221

3222

3223

3224

SCHEDULE Y

Qfficial

No.

604019

604020

604021

604022

604023

604024

604040

604041

604042

604043

604044

604045

604046

604047

604043

604049

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Ind{iana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Yaar

Built

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

Page 4 of 5

Approximate
Tonnage
Gross/Net
729/729
729/729
729/729
729/729
729/729
729/729
986/986
986/986

. 986/986
986/986
986/986
986/986
986/986
986/986

986/986

986/986



(Vessels Delivered Ome Year Prior to July 31, 1980)

Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Open Hopper

Towboat

Towboat

Name

ACBL 3225

ACBL 3226

ACBL 3227

ACBL 3228

ACBL 3232

ACBL 1371

Thruston Morton

Robert Koch

SCHEDULE Y

Qfficial
No.
606610
606611
606612
606613
606617
6093138

594624

598151

Place
Builc

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year

Buile

1979

1979

1979

1979

1979

1979

1978

1978

Page 5 of

Approximac:
Tonnage

Gross/Net

986/986

986/986

986/986

986/986

986/986

729/729

623/423

623/423






Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

{Vessels Delivered Within One Year

Type
Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open dopper

Open Hopper

Open Hopper

Open Hopper

Covared Hopper

Covered Hopper

Covered DHopper

Covered Hopper

Name

ACBL 1850

ACBL 1851

ACBL 1852

ACBL 1853

ACBL 1854

ACBL 1855

ACBL 1856

ACBL 1857

ACBL 1858

ACBL 1859

ACBL 3229

ACBL 3230

AC3L 3231

ACBL 3232

SCHEDULE 2

Official
No.
606600
60660L
606602
606603
606604
606605
606606
606607
606608
606609
606614
606615
606615

606618

of July 31, 1980)

Place
Built

Jeffersonville
Indiana

Jeffersconville
Indiana

Jeffersonville
Indizna

Jeffergsonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffaersonville
Indiana

Jeffersonville
Indiana

seffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year

Built

1980

1980

1980

1980

1980

1980

1980

1980

1980

1580

1979

1979

1979

1979

Page 1 of

Approximat
Tonnage

_Gross/Net
798/798
798/798
798/798
798/798
798/798
798/798
798/798
798/798
798/798
798/798
986/986
986/986

986/986

986/986



large,

large,

3arge,

large,

large,

3arge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Iype

(Vessels Delivered Within Cme Year

Name

Covered Hopper ACBL 3234

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open iHopper

Open topper

Open Hopper

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACEL

ACBL

1870

1872

1873

1874

1875

1876

1877

1878

1879

1880

1881

1882

1883

SCHEDULE Z

Qfficial
No.

606619

609317°

609319

609320

609321

609322

609323

609324

609325

609326

609327

609328

609329

609330

of July 31, 1980)

Place
Bulle

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year

Built

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1979

1379

1979

1979

Page 2 of 3

Approximate
Tonnage

Gross/Net
986/986
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729

729/729

729/729



Page 3 of
SCHEDULE Z

(Vessels Delivered Within One Year of July 31, 1980)

Approximat
Official Place Year Tonnage
Type Name No. Built Built Gross/Net
Barge, Open Hopper ACBL 1884 609331 Jeffersonville 1979 729/729
Indiana
Towboat R. W. Greene 619977 Jeffersonville 1980 947/643
Indiana
Towboat Bill Carmeal 610971 Jeffersonville 1979 947/643

Indiana
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Section
Section

Section

Section
Section
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TR LITE

EXHIBIT %

General Provisions Incorporated Into the Security
Agreement by Reference

ARTICLE I

Definitions; Officer's Cerxtificates
and Opinions of Counsel

Section 1.01. Definitions. For all purposes of this Security
Agreement, the terms used herein shall have the meanings
specified in the Special Provisions hereof.

Section 1.02. Qfficer's Certificates and Opinions of
Counsel. (a) Each Officer's Certificate or Opinion of Counsel
with respect to compliance with a covenant or condition provided
for in this Security Agreement (or waiver thereof) shall include:

(1) A statement that the Person making such certificate
or rendering such opinion has read such covenant or
condition;

(2) A brief statement as to tne nature and scope of the
examination or investigation upon which the statements or
opinions contained in such certificate or opinion are based;

(3) A statement that, in the opinion of such Person, he
has made or caused to be made such examination or
investigation as is necessary to enable him to express an
informed opinion as to whether or not such covenant or
condition nas been complied with (or compliance therewith has
been waived) ; and

(4) A statement as to whether or not, in the opinion of
such Person, such condition or covenant has been complied
with (or such compliance has peen waived).

(b) An Opinion of Counsel may be based (insofar as it
relates to factual matters, or to information which is in the
possession of any Person) upon a certificate or opinion of or
representations in writing signed oy an officer or officers of
such Person or by such Person and (insofar as it relates to
matters required o9r permitted under this Security Agreement to be
covered by a certificate or opinion of or representations by an
aporaiser, accountant, engineer or other expert) upon the
certificate or opinion of or representations by such Person so

acting, and may be based upon an Opinion of Counsel signed oy
another counsel.

An Opinion of Counsel may state that said opinion is subject
to tne execution and delivery of designated instruments if copaies
of such instruments in form approved by such counsel are



delivered to the 3Secretary prior to or concurrently with the
delivery of said opinion.

(c) A cerctificate or opinion of a Person other than counsel
may be based, insofar as it relates to legal matters, upon an
Opinion of Counsel, unless the Person signing such certificate or
opinion knows that such Opinion of Counsel is erroneous or, in
tne exercise of reasonable care, should have known that the same
was erroneous.

(d) If tne Security Agreement, the Depository Agreement (if
any), the Title XI Reserve Fund and Financial Agreement, or the
Mortgage requires or permits the execution of any document by
officers, appraisers, accountants, engineers, experts, counsel or
other Persaons, such document may be executed in counterparts by
different officers, appraisers, accountants, engineers, experts,
counsel or other Persons, all of which shall form one instrument.

{e) If the signor of any document is required to be approved
by the Secretary, the acceptance of such document by the
Secretary shall be sufficient and conclusive evidence of such
approval.

{f) If the delivery of any document is a condition precedent
to any action required by this Security Agreement, the Mortgage,
the Title XI Reserve Fund and Financial Agreement or the
Depository Agreement (if any), such document may be withdrawn,
revoked, rescinded, modified or amended at any time prior to such
action, and, in the event of any such withdrawal, revocation or
rescission, such document shall be disregarded for all purposes
of this Security -Agreement, the Mortgage, the Title XI Reserve
Fund and Financial Agreement or tne Depository Agreement {(if
any) -

ARTICLE II
Representations and Agreements of the Shipowner

The Shipowner hereby represents and agrees, so long as this
Security Agreement shall not have been discharged, as follows:

Section 2.01. Organization, Existence ani Taxes of
Shipowner. The Shipowner is duly organized, validly existing and
in good standing under the laws of the jurisdiction designated 1in
the inicial paragraph of the 3Special Provisions nereof and,
except as provided in Article IX, snall maintain such corporate
existence, and the Shipowner has paid or caused to be paid all
taxes assessed against it, unless tne same are being contested in
good faitn or an authorized extension of time has been granted.



Section 2.02. Uniced States Citizenship of Shipowner.
(a) The Shipowner is a citizen of the United States within the
meaning of Section 2 of the Shipping Act, 1916, as amended, and
shall remain such a citizen for operation in the trades in which
the Shipowner proposes to operate the Vessels, or in the event
the Shipowner shall cease to be such a citizen, the Shipowner
shall notify the Secretary thereof as soon as it obtains
knowledge of such fact.

(b) The Shipowner shall resubmit, as hereinafter provided,
proof to the satisfaction of the Secretary that it remains a
citizen of the United States within the meaning of the foregoing
paragraph {a). The Shipowner shall resubmit such proof within 30
days after the date of each annual meeting of its stockholders,
or of any written consent in lieu thereof; provided, however, if
the Shipowner is a Person other than a corporation, it shall
resubmit such proof within 30 days of each anniversary of the
date of the initial affidavit filed with the Secretary.

Section 2.03. Authorization of Security Agreement,
Obligations and Pelated Aqreements. The execution and delivery of
this Security Agreement, the Depository Agreement (if any), the
Indenture, the Secretary's Note, the Title XI Reserve Fund and
Financial Agreement and the Obligations have been duly authorized
by the shipowner and are not in contravention of any indenture,
agreement or undertaking to which the Shipowner is a party or by
which it is bound.

Section 2.04. (a) <Title to and Possession of the Vessels.
owns each Vessel free from any lien whatsoever (subject to (i)
the eguity of the Shipbuilder under the Construction Contract,
(ii) liens which the shipbuilder is obligated to discharge under
the Construction Contract, (iii) any pledge or assignment,
subordinated to the interest of the Secretary hereunder,
permitted under the Special Provisions hereof, and (iv) the
rights of the Secretary hereunder) and shall, for the Secretary's
benefit, warrant and defend the title to, and possession of, each
Vessel and every part thereof against the claims and demands of
all Persons whomsoever; provided that (except during such period
that such Vessel shall have been levied upon and taken into
custody or detained in any proceeding in any court or tribunal or
by any government or other authority [except in connection with
takings or requisitions of che title or use of such Vessel by any
government or governmental body] and not released) -

(1) The foregoing shall not apply:
(A} to liens for Crew's Wwages and salvage

(including contract salvage) which shall not have been
due and payable (i) if prior to the Delivery Date of the



regpective Vessel, for 55 days, or (ii) if after the
Delivery Date of the respective Vessel, for 10 days
after termination of a voyage, or which, in either
event, shall then be contested by the Shipowner in good
faith;

(B} to liens for Crew's Wages, salvage (including
contract salvage) and general average which are either
unclaimed or covered by insurance:;

(C) to liens incident to current operations (except
for Crew's Wages, salvage and general average), liens
for the wages of a stevedore when employed directly by
the shipowner, or the operator, master or agent of any
Vessel or to liens covered py insurance and any
deductible applicable thereto;

{0} to liens for repairs or with respect to any
changes made in any Vessel pursuant to paragraph (i) of
this Section;

{E) to liens which shall (i) on the Delivery Date,
(if the date of execution and delivery of this Security
Agreement is on or prior to the Delivery Date) have
arisen incident to pre-delivery testing or in the
ordinary course of business in furnishing, supplying and
preparing any Vessel for operation or (ii) on the date
of the execution and delivery of this Security
Agreement, (if the Delivery Date is prior to the date
hereof) have arisen in the ordinary course of operation
of any Vessel and wnich snall, to the extent known to
the Shipowner, be in an aggregate amount of not more
than the amount specified in the Special Provisions
hereof for such Vessel (exclusive of liens covered by
insurance and any deductible applicable thereto and
liens which the Shipbuilder is obligated to discharge
under the Construction Contract);

(F) in the event the use or title of the respective
Vessel is taken or requisitioned by any government or
governmental body;

() in the event of any actual or constructive
total loss or an agreed or compromised total loss of the
respective Vessel; or

(H) to mortgages to the extent permitted by
paragraph (b) of this Section;

provided that tne liens stated to be permitted by the
foregoing subparagrapns -(A) through (D) shall, unless



they constitute a lien for damages arising out of tort,
for wages of a stevedore when employed directly by the
Shipowner or the operator, master, or agent of the
respective Vessel, for Crew's Wages, for general
average, or for salvage (including contract salvage), be
permitted only to the extent they are liens subordinate
to the lien of the Security; and

(2) the foregoing, insofar as it relates to the
possession of a Vessel, shall not apply to sales, transfers
and charters permitted by paragraph (b) of this Section.

{(b) Sale, Mortgage, Transfer or Charter of the Vessels. The
Shipowner shall not, without the prior written consent of the
Secretary, sell, mortgage, demise charter or transfer any Vessel
to an Affiliate under any form of charter, except the foregoing
shall not apply to (i) takings or requigitions of the title or
use of any Vessel by any government or governmental body, (ii)
mergers or consolidations permitted by Article IX, or (iii)

demise charters approved by the Secretary in writing.

(c) Taxes and Governmental Charges. The Shipowner shall pay
and discharge, or cause to be paid and discharged, on or before
the same shall become delinquent, all taxes, assessments,
government charges, fines and penalties lawfully imposed upon
each Vessel, unless the same are being contested in good faith.

{d) Liens. (1) As a condition precedent to each payment by
the Shipowner under the Construction Contract, the Shipowner
shall require evidence from the Shippuilder showing that there
are no liens or rights in rem against the respective Vessel
prohibited by the Construction Contract. After the Delivery Date
of each Vessel, the Shipowner shall forthwith satisfy, or cause
to be satisfied, within 30 days of its knowledge thereof, any
lien or encumbrance which shall be filed against such Vessel
unless tne same is being contested in good faith; and

(2) Neither the Shipowner, any charterer, the master of any
Vessel, nor any other Person has or shall have any right, power
or authority, without the prior written consent of the Secretary,
to create, incur or permit to be placed or imposed on any Vessel
any lien whatsoever, other than (A) the Mortgage and (B) liens
permitted upon and after the Delivery Date of such Vessel by
paragraph (a) of this Section. The Secretary hereby consents to
other liens incident to current operations, but only to the
extent that tney are subordinate to the Mortgage.

(e) Documentation of tne Vessels. Upon the Delivery Date,
each Vessel shall be, and thereafter shall remain, documented
under the laws of the United States.



(f) Compliance with Applicable Laws, etc. Each Vessel (1) is
designed to meet, and on the Delivery Date thereof and at all
times thereafter shall meet (unless otherwise required by any
military authority of the United States and except during such
period as (A) the use or title of such Vessel has been taken or
requisitioned by any government or governmental body as
contemplated by paragraph (b) of this Section, (B) there has been
an actual or constructive total loss or an agreed or compromised
total loss of such Vessel, or (C} there has been any other loss
with respect to such Vessel and the Shipowner shall not have had
a reasonable time to repair the same), all requirements of
Aapplicable laws, treaties and conventions, and of applicable
rules and regqulations thereunder, and the Shipowner shall not
consent to any change in the Construction Contract which releases
the Shipbuilder from its obligation to comply with such
requirements, except to the extent that, with the prior written
consent of the Secretary, such requirements shall then be
contested in good faith by the Shipowner, and (2) shall have on
board, as and wnen required thereby, valid certificates showing
compliance therewith.

(g} Operation of the Vessels. The Shipowner shall not
(unless otherwise required by any military authority of the
United States and except during such period as the use or title
of any Vessel has been taken or requisitioned by any government
or governmental kody as contemplated by paragraph (b) of this
Section) (1) cause or permit the Vessels to be operated in any
manner contrary to law or to any lawful rules or regulations of
the Jdaritime Adminiscration, (2) remove or attempt to remove the
Vessels beyond the limits of the United States (except with the
prior written consent of the Secretary) save on voyages with the
intention of returning to the United 3tates, or (3) unless there
has been an actual or construccrive total loss or an agreed or
compromised total loss of any of the Vessels, abandon such
Vessels in any foreign port.

(h) condition and Maintenance of the Vessels. Each Vessel
shall, on its respective Delivery Date, meet all requirements to
encitle it to the highest classificacion and rating for vessels

of the same age and type in American Bureau of Shipoing.

The Shipowner shall at all times (unless otherwise required
by any military authority of the United States and except during
such period as (1) the use or title of any Vessel has been taken
or requisitioned by any govenment or governmental body as
contemplated by paragraph (b) of tnis Section, (2) there has been
an actual or constructive total loss or an agreed or compromised
total loss of such Vessel, or (3) tnere has been any other loss
with respect to such Vessel and the Shipowner shall not have had
4 reasonable time to repair the same} after the respective
Delivery Date, .(A) at its awn cost and expense, maintain ani



preserve each Vessel, so far as may be practicable, in at least
as good order and condition, ordinary wear and tear excepted, as
at thne Delivery Date, and (B) except with the express permission
of the Maritime Administration during any idle or inactive
period, keep each Vessel in such condition as will entitle her to
retain tne highest classification and rating for vessels of the
same age and type in the American Bureau of Shipping (or other
classification society of like standing if the requirements of
the American Bureau of Shipping shall not be applicable).

The Shipowner shall, on the Delivery Date of each Vessel,
furnish to the Secretary an Interim Class Certificate issued for
each such Vessel by the American Bureau of Shipping (or other
classification society of like standing if the requirements of
the American Bureau of Shippang shall not be applicable) and
promptly after the Delivery Date of each Vessel, furnish to the
Secretary a Certificate of Class with respect to such Vessel
issued by the American Bureau of Shipping (or such other
classification society). During each calendar year after the
year in which the Delivery Date occurs (unless any military
authority of the United States requires that the above-mentioned
classification and rating not be retained and except during
periods as aforesaid) the Shipowner shall (1) furnish to the
Secretary a Certaficate of Confirmation of Class issued by the
American Bureau of Shipping (or such other classification
society) showing that the above-mentioned classification and
rating have been retained for each Vessel and (2) furnish to the
Secretary copies of all American Bureau of Shipping reports on
annual, other periodical and damage surveys for each vessel.

{i) Material Changes in the Vessels. After the Delivery Date
of any Vessel, the Shipowner shall not make, or permit to be
made, any material change in the structure, means of propulsion,
type or speed of such Vessel or in its rig, unless it shall have
received the Secretary's prior written consent thereto,

Section 2.05. Maintenance of Construction Contract. The
Construction Contract (insofar as it relates to the respective
Vessel) shall be maintained in full force and effect insofar as
it relates to the due performance oy tne Shipowner of all its
obligations thereunder and the Shipowner shall not, without the
prior consent of the Secretary, amend, modify or terminate the
Construction Contract or consent to any change in the
Construction Contract which releases the Shipbuilder from its
obligations to comply with all applicable laws, treaties,
conventions, rules and regulations, excert to tne extent that,
with the prior wricten consent of the Secretary, such
requirements are being contested in good faith by the shipowner.

Section 2.06. Execution and Delivery of the Mortgage. On the
Delivery Date of each Vessel, the Shipowner shall (1) execute and
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(2) While any Vessel is laid up, at the option of the
Shipowner and in lieu of the above-mentioned marine and war
risk hull or marine and war risk hull and increased wvalue
insurance, port risk insurance under the latest (at the time
of issue of the policies in Juestion) forms of American
Institute of Marine Underwriters! policies approved by the
Secretary and/or policies issued by or for the Maritime
Administration (or under such other forms of policies as the
Secretary may approve in writing) insuring such Vessel
against the usual risks covered by such forms.

Irrespective of the foregoing, the Shipowner, with the prior
written consent of the Secretary, shall have the right to self-
insure up to the amount specified in the Special Provisions
hereof for any loss resulting from any one accident or occurrence
(other than an actual or constructive total loss of any Vessel).

(c) All policies of insurance under this Section shall
provide, so long as this Security Agreement has not been
discharged, that payment of all losses shall be made payable to
the Secretary for distribution by nim to himself, the Shipowner
and (in the case of the insurance rejuired by paragraph (a) of
tnis Section) the Shipbuilder, except that (i) as provided in
paragraph (e) of this Section and (ii) under the policies
required by paragraph (b) of this Section, payment of all losses
up to the amount specified in the Special Provisions hereof by
all insurance underwriters with respect to any one accident,
occurrence or event may be made directly to the Shipowner.

Any such insurance recoveries to which the Secretary shall be
80 entitled shall be applied as follows:

(1) In the event that insurance pecomes payable under
said policies on account of an accident, occurrence or event
not resulting in an actual or constructive total loss or an
agreed or compromised total loss of any Vessel, the Secretary
shall (A) if there is no existing Default and if none of the
events described in Section 2.09 has occurred, in accordance
with a Request of the sShipowner, pay, or consent that the
underwriters pay, direct for repairs, liabilities, salvage
claims or other charges and expenses (including sue and labor
charges due or paid by the Shipowner) covered by the
policies, or (to the extent that, as stated in an Officer's
Certificate delivered to the Secretary, accompanied by
written confirmation by the underwriter or a surveyor or
adjuster, the damage shall have peen repaired and the cost
thereof paid or such liapilities, salvage claims, or other
charges and expenses discharged or paid) reimburse, or
consent that the underwriters reimourse, the Shipowner
therefor and (after all known damage with respect to the
particular loss shall have been repaired, except to the
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extent the Shipowner, with the written consent of the
Secretary, deems the said repair inadvisable, and all known
costs, liabilities, salvage claims, charges and expenses,
covered by the policies, with respect to such loss shall have
been discharged or paid, as stated in an Officer's
Certificate delivered to the Secretary, accompanied by
written confirmation by the underwriter or a surveyor or
adjuster) pay, or consent that the underwriters pay, any
balance to the Shipowner, or (B) if there is an existing
Default, in accordance with a Request of Shipowner, pay, or
consent that the underwriters pay, direct for the Shipowner's
proportion of such repairs, liabilities, salvage claims or
other charges and expenses (including sue and labor charges
due or paid by the Shipowner) covered by tne policies and
hold any balance until the same may be paid or applied under
clause (A}, (C) or (D) of this subparagraph (1), whichever is
applicable, or (C)}) if the Guarantees shall have terminated
pursuant to Section 3.05(3) and none of the events described
in section 2.09 has occurred, apply the insurance as provided
in section 6.05, or (D) if the Guarantees shall have
terminated pursuant to Section 3.05(2) or (4), pay the
insurance to the Shipowner:

(2} In the event of an accident, occurrence or event
resulting in an actual or constructive total loss of any
Vessel prior to the Delivery Date of such Vessel, the
Shipowner shall forthwith deposit with the Secretary any
insurance moneys whicn the Shipowner receives on account
thereof under policies of insurance required by paragraph (a)
of this Section, and any such insurance moneys shall be held
by the Secretary for 10 days (or such lesser oxr further time
as the Shipowner and the Secretary may agree upon). Upon the
expiration of said period of time, (A) if there is no
existing Default and if the Shipowner, the Shipbuilder and
the Secretary shall have elected not to construct such Vessel
under the Construction Contract, then said insurance moneys
shall be applied, to the extent necessary and required
pursuant to Section 2.09, or (B) if there is no existing
pefault and if the Shipowner, the Shipbuilder and the
Secretary shall not have made the election contemplated by
the foregoing clause (A) of this subparagraph (2), then said
insurance moneys (together with the funds of the Shipowner to
the extent, if any, required by the Secretary for deposit on
account of interest under clause (ii) below) shall be
deposited in the Escrow Fund, in such amount and to the
extent available, so tnat the moneys in the Escrow Fund after
such deposit shall be equal to (i) the principal amount of
tne Proportionate Qutstanding Obligations relating to such
Vessel at the time of sucn deposit and (ii) such interest on
said deposit, 1f any, as may be required by the Secretary
{(said moneys to be subject to withdrawal in the same manner
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as moneys originally deposited in said Escrow Fund); and the
balance, if any, of such insurance moneys held by the
Secretary shall be paid to the Shipowner; and

{3) In the event of an accident, occurrence or event
resulting in an actual or constructive total loss or an
agreed or compromised total loss of any Vessel, whether prior
to or after the Delivery Date of such Vessel, and the
insurance moneys have not been applied as provided in
subparagraph (2) of this paragraph (c¢), the Shipowner shall
forthwith deposit with the Secretary any insurance moneys
which the Shipowner receives on account thereof under
policies of insurance required by this Section, and any such
insurance moneys received by the Secretary, whether from the
Shipowner or otherwise, or held by the Secretary pursuant to
supparagraph (2) above, shall (A) if there is no existing
Default, be applied, to the extent necessary, pursuant to
Section 2.09, or (B) if there is an existing Security
Default, be held until the same may be applied under clause
(A), (C} or (D) of this subparagraph (3), whichever is
applicable, or (C) if the guarantees shall have terminated
pursuant to Section 3.05(3), be applied as provided in
Section 6.05; provided that, irrespective of the foregoing,
the Shipowner shall not be required to so0 deposit with the
Secretary insurance moneys in an amount which, together with
funds otherwise available for the redemption of Obligations,
is in excess of that regquired for the redemption of the
Proportionate Outstanding Obligations pursuant to Section
3.05 of Exhibit 1 to the Indenture and for the payment to the
Secretary of a Proportionate Part of all other sums that may
be secured by this Security Agreement and the Mortgage, or
(D) if the Guarantees shall have terminated pursuant to
Section 3.05(2) or (4), be paid to the Shipowner.

{(d} In the event of an accident, occurrence or event
resulting in a constructive total loss of any Vessel, the
Secretary shall have the right (with the prior written consent of
the Shipowner, unless there is an existing Default, and at any
time prior to the Delivery Date of such Vessel also with the
prior written consent of the Shipbuilder) to claim for a
constructive total loss of such Vessel, and, if both (1) such
claim is accepted by all underwriters under all policies then in
force as to such Vessel under which payment is due for total loss
and (2) payment in full is made in cash under such policies, then
the Secretary shall have the rignt to abandon such Vessel to the
‘underwriters under such policies, free from the lien of this
Security Agreement and the Mortgage.

(e) Commencing on tne Delivery Date of each Vessel, tne

Shipowner shall, without cost to the Secretary, keep each such
Vessel insured against marine and war risk protection and
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indemnity risks and liabilities by policies of insurance approved
by the Secretary as to form and amount; provided that, (1) the
shipowner shall, as soon as possible after such Delivery Date,
present any such policy to the Séecretary {(who shall promptly
approve or disapprove the same), (2) any approval of a policy
under this paragraph (e) shall be effective until the end of the
policy period or until 60 days after the Secretary shall notify
the Shipowner of a desired change in the form and/or amount
thereof, whichever shall first occur, and (3) war protection and
indemnity insurance shall be required unless written notice
stating such insurance is not required is given by the Secretary
to the Shipowner.

Such policies may provide that (1) if the Shipowner shall not
have incurred the loss, damage, or expense in question, any loss
under such insurance may be paid directly to the Person to whom
any liability covered by such policies has been incurred (whether
or not a Default then exists), and (2) if the Shipowner shall
have incurred the loss, damage or expense in question, any such
loss shall be paid to the Shipowner in reimbursement if there is
no existing Default of which the underwriter has written notice
from the shipowner or the Secretary, or, if there is such an
existing Default, to the Secretary to be held and applied as
follows: (A) applied as provided in Section 6.05 in the event the
Guarantees shall have terminated pursuant to Section 3.05(3), or
(B) to the extent not theretofore applied pursuant to Section
6.05, paid forthwith to the Shipowner upon its Pequest in the
event there is no existing Default or the Guarantees shall have
terminated pursuant to Section 3.05(2) or (4) at the date of the
delivery of such Request; provided that, irrespective of the
foreqoing, with the prior written consent of the Secretary, the
Shipowner shall have the right to self-insure in an amount up to
the limit specified in the Special Provisions hereof with respect
to each accident, occurrence or event, except that, with respect
to cargo or property carried, the Shipowner, with the prior
written congent of the Secretary, shall have the right to self-
insure in an amount up to the limit specified in the Special
Provisions hereof with respect to each cargo Or property carried.

(£} All insurance required under this Section shall be
placed and kept with the United States government or with
American and/or British (and/or other foreign, if permitted by
the Secretary by written notice furnished to the Shipowner)
insurance companies, underwriters' association or underwriting
funds approved by tne Secretary of Commerce. All insurance
required under this Section shall be arranged through marine
insurance brokers and/or underwriting agents as may be selected
by the shipowner and approved by the Secretary.

(3) The 3Secretary shall not have the right to enter into an
agreement or compromise providing for an agreed or compronmised
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total loss of any Vessel without the prior written consent of (i)
the Shipbuilder (prior to the Delivery Date of such Vessel) and
(ii) (unless there is an existing Default) the Shipowner. 1If (1)
the Shipowner shall have given prior consent thereto or (2) there
is an existing Default, the Secretary shall have the right in his
discretion, and with the prior written consent of the Shipbuilder
prior to the Delivery Date of such Vessel, to enter into an
agreement or compromise providing for an agreed or compromised
total loss of such Vessel; provided that, if the aggregate amount
payable to the Shipowner and/or the Secretary under such
agreement or compromise, together with funds held by the
Secretary and available for the redemption of Obligations, is not
sufficient to redeem or pay the Proportionate Outstanding
Obligations pursuant to 3ection 2.09, the Secretary shall not
enter into such agreement or compromise without the prior written
consent of the Shipowner.

(h) During the continuance of (1) a taking or requisition of
the use of any Vessel by any government or governmental body, or
(2) a charter, with the prior written consent of the Secretary,
of the use of any Vessel by the United States Government or by
any governmental body of the United States, or by any other
government or governmental body, tne provisions of this Section
shall be deemed to have been complied with in all respects if
such government or governmental body shall have agreed to
reimburse, in a manner apevroved by the Secretary in writing, the
Shipowner for loss or damage covered by the insurance required
hereunder or resulting from the risks indicated in paragraphs
(a), (b) and (e) of this Section or if the Shipowner shall be
entitled to just compensation therefor. In addition, the
provisions of this Section shall be deemed to have been complied
with in all respects during any period after (A) title to any
Vessel shall have been taken or requisitioned by any government
or governmental body or (B) there shall have been an actual or
constructive total loss or an agreed or compromised total loss of
any Vessel. In the event of any taking, requisition, charter or
loss contemplated by this paragraph, the Shipowner shall promptly
furnish to the Secretary an Officer's Certificate stating that
such taking, requisition, charter or loss has occurred and, if
there shall have been a taking, requisition or charter of the use
of any Vessel, that the government or governmental body in
question has agreed to reimburse the Shipowner, in a manner
approved by the Secretary, for loss or damage resulting from the
risks indicated in the above-mentioned paragraphs (a), (b) and
(e} of this Section or that the Shipowner is entitled to just
compensation therefor.

(i) All insurance required (A) under paragraph (a) of this
Section shall be taken out in the names of tne Shipowner, tne
United States and the Shipbuilder as assureds, and (3)underx
paragraphs (b) and (e) of this Section shall be taken out in the
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names of the Shipowner and the United States as assureds. All
policies for such insurance so taken out shall, unless otherwise
consented to by the Secretary, provide that (1) there shall be no
recourse against the United States for the payment of premiums or
commissions, (2) if such policies provide for the payment of club
calls, assessments or advances, there shall be no recourse
against the United States for the payment thereof, and (3} at
least 10 days! prior written notice of any cancellation for the
non-payment of premiums, commissions, club calls, assessments or
advances shall be given to the Secretary by the insurance
underwriters.

(i) The Shipowner shall not, without the prior written
consent of the Secretary, (1)} do any act, nor voluntarily suffer
or permit any act to be done, whereby any insurance required by
this Section shall or may be suspended, impaired or defeated or
(2) suffer or permit any Vessel to engage in any voyage or to
carry any cargo not permitted under the policies of insurance
then in effect without first covering such Vessel with insurance
satisfactory in all respects for such voyage or the carriage of
such cargo; provided that, this paragraph shall be subject to the
requirements of any military authority of the United States and
shall not apply in the case of such Vessel if and so long as the
title or use of such Vesgel shall have been taken, requisitioned
or chartered by any government or governmental body as
contemplated by Section 2.09.

(k) In the event that any claim or lien is asserted against
any Vessel for loss, damage or expense which is covered by
insurance hereunder and it is necessary for the Shipowner to
obtain a bond or supply other security to prevent arrest of such
Vessel or to release such Vessel from arrest on account of said
claim or lien, the Secretary, on Request of the Shipowner, may,
at the sole option of the Secretary, assign to any Person
executing a surety or guaranty bond or other agreement to save or
release such Vessel from such arrest, all right, title and
interest of the Secretary in and tro said insurance covering such
loss, damage or expense as collataral security to indemnify
against liability under said bond or other agreement.

(1) Except as the Secretary shall otherwise direct by notice
in writing to the Shipowner, the Shipowner shall deliver to the
Secretary the original policies evidencing insurance maintained
under this Section; provided that, if any such original policy
shall have been delivered previously to the Secretary or to a
mortgagee by the Shipowner under another ship mortgage of tne
Shipowner, the Shipowner shall deliver a duplicate or pro forma
copy of such policy to the Secretary. The Secretary or any agent
~ tnereof (who may also be an agent of the issuer) shall at all

times hold the policies delivered as aforesaid; provided that, if
one or more of said policies are neld by an agent of tne
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Secretary, the Shipowner shall, upon request of the Secretary,
deliver a Quplicate or pro forma copy thereof to the Secretary,
and provided further that, if the Shipowner shall deliver to the
Secretary a Request (1) stating that delivery of any such policy
to the insurer is necessary in connection with tne collection,
enforcement or settlement of any claim thereunder {including
claims for return premiums and any other amounts payable by the
insurer) and (2) setting forth the name and address of the Person
to whom such policy is to be delivered or mailed for such
purpose, and if the Secretary approves such Request, the
Secretary shall, at the expense of the Shipowner, deliver or mail
(by registered or certified mail, postage prepaid) such policy in
accordance with such Request, accompanied by a written direction
to the recipient to redeliver such policy directly to the
Secretary or an agent thereof when it has served the purpose for
which so delivered. The Shipowner agrees that, in case it shall
at any time so cause the delivery or mailing of any policy to any
Person as aforesaid, the Shipowner will cause such policy to be
promptly redelivered to the Secretary or an agent thereof as
aforesaid. The Secretary shall have no duty to see to the
redelivery of such policy, but shall have the duty to request the
redelivery thereof at intervals of 60 days thereafter.

{(m) Nothing in this Section shall limit the insurance
coverage which the United States may require pursuant to any
contract or agreement to which the United States and the
Shipowner are parties.

Tne requirements of this Section 2.07 are expressly subject
to the Special Provisions of this Security Agreement.

Section 2.08. Inspection of the Vessels; Examination of
Shipownexr's Records. The Sh;powner r will {i} afford the Secretary,
upon reasonable notice, access to the Vessels, their cargoes and
papers for the purpose of inspecting the same and (ii) at
reasonable times permit the Secretary, upon request, to make
reasonable, material and pertinent examination and audit of
books, records and accounts maintained by the Shipowner, and to
take information therefrom and make transcripts or copies
thereof; but, in each instance, only to the extent the Secretary
may reasonably deem necessary or appropriate in connection with
the performance of his duties and functions under the Act and in
connection with the agreements of the Shipowner hereunder.

Section 2.09. Requisition of Title, Termination of
Construction Contract or Total Loss. In the event, as to any
Vegsel, of (A) requisition of title to or seizure or forfeiture
of such Vessel, (B) termination of tne Construction Contracrt
relating to such Vessel pursuant to the provisions thereof
{unless, in the case of such termination, the Shipowner shall

elect, with the prior written consent of the Secretary, to nave
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such Vessel completed), or {C) the occurrence of the
circumstances referred to in Section 2.07(c) (3) if there shall
have been an accident, occurrence or event resulting in an actual
or constructive total loss or an agreed or compromised total loss
of such Vesgel --

(1) The Shipowner shall promptly give written notice
thereof to the Secretary;

{(2) The Shipowner shall (subject to the consent or
approval of the Secretary and/or the Maritime Administration
if and to the extent they have jurisdiction) promptly pay all
amounts it receives by reason of such requisition, seizure,
forfeiture, termination or total loss to the Secretary; and

(3) After all amounts which are reasonably expected to
be received by the Secretary in connection with any such
requisition, seizure, forfeiture, termination or total loss
(whether from the Shipowner pursuant to the foregoing
supparagraph (2), from a government or governmental body, or
otherwise) shall have been received by the Secretary, (A) if
there is no existing Default, (i) the Secretary and the
Shipowner shall give notice to the Indenture Trustee of a
redemption of Proportionate Outstanding Obligations pursuant
to Section 3.05 of Exhibit 1 to the Indenture, (ii) such
amount, if any, held py the Secretary, snall be paid by the
Secretary to the Indenture Trustee not earlier than 10 days
prior to, nor later than the opening of business on, the
Redemption Date required by Section 3.05 of Exnibit 1 to the
Indencure, and (iii) the remainder shall next be applied by
the Secretary for the payment of a Proportionate Part of all
other sums that may be secured hereby, and (iv) the balance
shall bhe paid to the Shipowner, or (B) if there is an
existing Default and the Guarantees shall not have terminated
pursuvant to Section 3.05, such amounts shall be held until
the same may be applied or paid under clause (a), (C) or (D)
of this subparagraph (3), whichever is applicable, or (C} if
the Guarantees shall have terminated pursuant to Section
3.05(3), such amounts shall be applied as provided in Section
6.35, or (D) if the Guarantees shall have terminated pursuant
to Section 3.05(2) or (4) such amounts shall be paid by the
Secretary to the Shipowner;

provided that, irrespective of the foregoing, (i) the Shipowner
shall not be required to pay to the Secretary pursuant to the
foregoing subparagrapn (2) an amourt which, together with funds
held by the Secretary and the Indenture Trustee and available for
the redemption of Obligations, is in excess of that required for
the redemption of the Proportionate Jutstanding Obligations
pursuant to Section 3.05 of =xhibit 1 to the Indenture, and for
the payment to the Secretary of a Proportionate Part of all other
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sums that may be secured hereby, and (ii) if the Shipowner
considers the amount tendered to the Shipowner on account of any
such requisition or termination to be unsatisfactory, the
Shipowner shall have the right to contest the same by judicial or
other proceedings (irrespective of the applicability of
provisions of the same general character as those contained in
Section 902 of the Act).

Section 2.10. Annual Financial Statements and No Default
Certificate. (a) The accounts of the Shipowner shall be audited
annually in accordance with generally accepted auditing standards
oy independent certified public accountants or independent
licensed public accountants, certified or licensed by a
regulatory authority of a state or other political subdivision of
the United States, who may be the regular auditors for the
Shipowner; and the Shipowner shall furnish to the Secretary, in
duplicate, (i) within 120 days after the end of each fiscal year
of the Shipowner commencing with the first fiscal year ending
after the date of this Security Agreement, a balance sheet of the
Shipowner as of the close of such fiscal year and a statement of
income and surplus of the Shipowner for such fiscal year, all in
reasonable detail and certified by such public accountants and in
the form of M.A. Form 172 or such otner form approved by the
Secretary, and (ii) within 90 days after the expiration of each
first semi-annual period of each fiscal year commencing with the
first such semi-annual period ending after the date of this
Security Agreement, a balance sheet of the Shipowner as at the
end of such period and a statement of income and surplus of the
Shipowner from the beginning of such period to the end of such
period, all in reasonable detail, in the form of iM.A. Form 172 or
such other form approved by the Secretary, unaudited but
certified as correct by an appropriate officer of the Shipowner
on the basis of the accounting records of the Shipowner and to
the best of his knowledge and belief.

(b) Within 120 days after the end of each fiscal year of the
Shipowner, the Shipowner shall furnish to the Secretary an
Officer's Certificate dated as of the close of such fiscal year
stating whether or not, to the knowledge of the signer, the
Shipowner is in default in the performance of or compliance with
any covenant, agreement or condition contained herein and in the
Mortgage and, if so, specifying each such default of which the
signer may have knowledge and stating the nature thereof.

Section 2.11. Compliance with Ship Mortgage Act. The
Shipowner shall comply with and satisfy all of the provisions of
the Ship Mortgage Act, 1920, as amended, in order to establaish,
after the execution and delivery of the Mortgage (or, if
appropriate, a Mortgage Supplement), and thereafter to maintain,
the Mortgage as a preferred morrtgage thereunder upon each Vessel.
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Section 2.12. Notice of Jdortgage. A properly certified copy
of the Mortgage, any supplement to the Mortgage, and any
assignment of the Mortgage, shall be carried on board each Vessel
with the respective Vessel's documents and shall be exhibited, on
demand, to any Person having business with such Vessel or to any
representative of the Secretary.

A notice, reading as provided in the Special Provisions
hereof (or containing such other information as may be approved
by tne Secretary), printed in plain type of such size that the
paragraph of reading matter shall cover a space not less than six
inches wide by nine inches high, and framed, shall (together with
a notice of any assignment of the Mortgage) be placed and kept
prominently exhibited in the chart room and in the master's cabin
of such Vessel. The provisions of this Section shall not apply
until a reasonable time after the recordation of the Mortgage.

Section 2.13. Payment of Principal of and Interest on the
Obiigations. The Shipowner shall duly and punctually pay the
principal of and interest on the Outstanding Obligations (and the
corresponding Secretary's Note), when the same shall become due
and payable, whether by reason of Maturity, redemption or
otnerwise, in accordance with the terms of the Obligations, the

Secretary's Note and the Indenture.

Section 2.14. Performance of shipowner's Agreements by the
Secretary. If the Shipowner shall fail to perform any of its
agreements hereunder or under the Hortgage, the Secretary may, in
his discretion, at any time during the continuance of an event
which by itself or witn the passage of time or the giving of
notice, or both, would constitute a Default, do all acts and make
all necessary expenditures to remedy such failure.
Nothwithstanding cthe foregoing, the Secretary shall not be
obligated to {(and shall not be liaple for his failure to) do such
acts and make such expenditures.

All funds advanced and expenses and damages incurred by the
Secretary in connection with any such compliance, together with
interest at a rate equal to the greater of: (a) the sum of the
effective rate borne by the Obligations and the rate of the
Guarantee Fee computed in accordance with Section 3.02, or (b)
the sum of the interest rate the Department of Treasury would
charge the Federal Ship Financing Fund for a similar borrowing of
like maturity and the rate of the Guarantee Fee computed in
accordance with Section 3.02, shall constitute a debt due from
the Shipowner to the Secretary and shall be secured nereunder and
under the Mortgage pbrior to the Secretary's Note and shall be
repaid by the Shipowner upon demand.

Section 2.15. Uniform Commercial Code Filings; Further
Assurances. The Shipowner snall (1) tfurnish evidence satisfactory
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to the Secretary that financing statements under the Uniform
Commercial Code shall have been filed against the Shipowner
and/or the Shipbuilder in all offices in which it may be
necessary or advisable in the opinion of the Secretary to perfect
its security interest, and (ii) from time to time execute and
deliver such further instruments and take such action as may
reasonably be required more effectively to subject the Security
to the lien of this Security Agreement and the Mortgage as
contemplated thereby.

ARTICLE III

The Secretary's Guarantees; Guarantee Fees;
and the Secretary*'s Note

Section 3.01. Delivery of Obligations. Prior to the issuance
of the Obligations, the Secretary and the Indenture Trustee shall
enter into the Authorization Agreement, annexed as Exhibit 3 to
the Indenture, pursuant to which the Secretary shall authorize
the Indenture Trustee to authenticate and deliver the Guarantees
imprinted on the Obligations in accordance with such terms and
conditions as are prescribed in the Authorization Agreement.

Section 3.02. Title XI Guarantee Fee. ({a) The Guarantee Fee
(1) for annual periods beginning with the date hereof and prior
to the Delivery Date of each Vessel, shall be at a rate of not
less than 174 of 1% per annum and not more than 1/2 of 1% per
annum of the excess of the average principal amount of the
Proportionate Outstanding Obligations during the annual period
covered by said Guarantee Fee over the average amount (except
interest) on deposit in the Escrow Fund in respect of such Vessel
during said annual period (such excess for any such annual period
covered being herein called the "Average Proportionate Principal
Amount of Obligations Qutstanding"), and (ii) for annual periods
beginning with the Delivery Date of each Vessel, shall be at a
rate of not less than 1/2 of 1% per annum and not more than 1%
per annum of the Average Proportionate Principal Amount of
Obligations Outstanding during the annual periods covered by said
Guarantee Fee; provided, however, in the event of a Security
Default, the 3ecretary may, after having given written notice to
the shipowner, increase the Guarantee Fee up to a maximum of 1/2
of 1% per annum prior to the Delivery Date and 1% per annum after
the Delivery Date witn respect to each Vessel.

(b) The Guarantee Fee shall be based on a ratio of the
Shipowner's net worth (the "Net Worth" or "Owner's EJuity") to
the Shipowner®s long term deot (the "Long Term Debt"), as
hereinafter stated, with such adjustment in Net Worth and Long
Term Debt as the Secretary, in his sole discretion, may determine
to be necessary to reflect the original principal amount of the
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Obligations and any additional Net Worth which the Secretary, in
his discretion, may require. The Guarantee Fee shall be sunject
to annual redetermination by the Secretary prior to the annual
period covered by said Guarantee Fee on the basis of the ratio of
Net Worth to Long Term Debt, as hereinafter stated, and the
Secretary, in the event of any change in the rate of the
Guarantee Fee, shall promptly give written notice to the
Shipowner specifying the Guarantee Fee for such annual period.
Net Worth and Long Term Debt shall be (i) based on information
contained in the Ownerf's Equity and Long Term Debt sections,
respectively, in Schedule 200 of M.A. Form 172 (or similar
information contained in such other form or statement required by
the Secretary to be filed by the Shipowner) required by the
Secretary to be filed by the Shipowner with the Secretary next
prior to the date on which the Guarantee Fee is to be paid by the
Shipowner (the "Latest Schedule®), or (ii) computed in accordance
with General Order 22 (Revised), as amended or hereafter amended
(46 CFR, Part 282) ({or other order or directive in lieu of said
General Order 22, as determined by the Secretary), in the event
that the Latest Schedule (whether or not required) has not been
filed by the Shipowner with the Secretary; provided, that, with
the consent of the Secretary, there shall be included in Net
Wortn but excluded from Long Texrm Debt any subordinated
indebtedness representing loans to the Shipowner, evidence of
which shall have been delivered to and approved by the Secretary.

(c) The applicable annual Guarantee Fee for annual periods
beginning with the date hereof and prior to the Delivery Date of
each Vessel will be determined as follows:

(1) If the Net Worth is less than 15% of the Long Term
Debt, the Guarantee Fee shall bhe 1/2 of 1% per annum of the
Average Proportionate Principal Amount of Obligations
Outstanding during the annual period covered by said
Guarantee Fee;

{2) 1f the Net Worth is less than the Long Term Debt but
equal to or greater than 15% of the lLong Term Debt, the
Guarantee Fee shall be 3/8 of 1% per annum of the Average
Proportionate Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee; or

(3) If the Net Worth shall equal or exceed the long Term
Debt, the Guarantee Fee shall be 1/74 of 1% per annum of the
Average Proportionate Principal Amount of Obligations
Outstanding during the annual period covered oy said
Guarantee Fee.

{(d) The applicable annual Guarantee Fee for annual periods

commencing on and after the Delivery Date of each Vessel will be
determined as follows:
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(1) If the Net Worth is less than 15% of the Long Texrm
Debt, the Guarantee Fee shall be 1% per annum of the Average
Proportionate Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee;

(2) If the Net Worth is less than 60% of the Long Term
Debt but equal to or greater than 15% of the Long Term Debt,
the Guarantee Fee shall be 374 of 1% per annum of the Average
Proportionate Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee;

(3) If the Net Worth is less than the Long Term Debt but
equal to or greater than 60% of the Long Term Debt, the
Guarantee Fee shall be 5/8 of 1% per annum of the Average
Proportionate Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee; or

{4) If the Net Worth shall equal or exceed the Long Term
Debt, the Guarantee Fee shall be 172 of 1X per annum of the
Average Proportionate Principal Amount of Obligations
Qutstanding during the annual period covered by said
Guarantee Fee.

(e} The Guarancee Fee shall be calculated for each annual
period covered thereby and shall take into account (i) the
principal amount of the QObligations to be originally issued
during such annual period, (ii) payments to be made at Maturity
and redemptions required to be made pursuant to the mandatory
sinking fund provisions (if any) of the Special Provisions of the
Indenture (without regard to any credit provided therein) and
_{iii) the average amount (except interest) calculated by the
Shipowner to be on deposit in the Escrow Fund during such annual
period.

(f) The annual Guarantee Fee shall be subject to increase or
decrease to the extent that (i) the principal amount of the
Obligations calculated to be paid at Maturity or to be redeemed
in accordance with the mandatory sinking fund provisions (if any)
of the Special Provisions of the Indenture is not so paid or
redeemed, (ii) the principal amount of the Obligations originally
issued differs from the principal amount calculated to be issued
originally, and (iii) the average amount {(except interest) on
deposit in the Escrow Fund differs from the average amount
(except interest) which was calculated to be on deposit in the
Escrow Fund during the annual period covered by the Guarantee
Fee. The annual Guarantee Fee shall pe supnject to decrease for
redemptions made pursuant to the optional redemption provisions,
if any, of the Obligations and the optional sinking fund
provisions, 1f any, of the Special Provisions of the Indentuare
and Sections 3.04 and 3.05 of Exhibit 1 to the Indenture, for
Obligations delivered to the Indenture Trustee pursuant to

b
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Section 2.13 of Exhibkit 1 to the Indenture, and in the event of
termination of the applicable Guarantees pursuant to Section
3.05{2) or {(4). Any such increases and decreases provided for by
this paragraph (f) shall be adjusted as provided in paragraph (i)
of this Section 3.02.

(g) The payment of the initial Guarantee Fee which covers a
12-month period commencing with the date hereof is being made to
the Secretary by the Shipowner concurrently with the execution
and delivery of this Security Agreement, the receipt whereof by
the Secretary is hereby acknowledged. The Guarantee Fee
hereunder in respect of each succeeding 12-month period shall be
paid to the Secretary oy the Shipowner at least 65 days prior to
each anniversary of the date hereof, covering the 12-month period
then commencing. For each day on which the annual Guarantee Fee
is unpaid following the tentn (10th) day from which the Guarantee
Fee shall have been due and payable, the Secretary shall charge
the Shipowner, and the Shipowner agrees to pay, interest at a
rate equal to the prevailing rate of one-year Treasury
obligations as of December 31 of the preceding year (computed on
a basis gf a 365-day calendar year). The Guarantee Fee shall not
be dque for any period on or after any anniversary date, if, prior
to said date, said Guarantees shall have terminated or the
Secretary shall have defaulted in making payment of said
Guarantees.

(h) Unless otherwise specified by tne Secretary in a written
notice to the Shipowner, the Guarantee Fee hereunder may be paid
by check (which need not be certified) payable to the order of
"4daritime Adm.-Commerce®, delivered in person or sent by mail,
addressed-to-the Secretary-as provided in Article X, accompanied
by a letter stating that the payment is of the Guarantee Fee
required hereunder and specifying the period covered by such
payment, or if the Secretary requests, must be paid via the
United States Treasury Electronic Fund Transfer System using the
form supplied by the Secretary.

(i) In the event that the Secretary at any time determines
that the amount of any Guarantee Fee should be adjusted, has peen
erroneously calculated or is subject to increase or decrease
pursuant to paragraph (f) of this Section 3.02, he shall promptly
give written notice thereof to the Shipowner, specifying the
correct amount, the pasis of computation thereof and the amount
of the deficiency or excess. The Shipowner shall pay to the
Secretary by whichever means the Secretary may request, within 30
days after it has received said notice, the amount of any
deficiency.

In the event that during any such annual period the Delivery

Date.of a Vessel or Vessgels shall have occurred, the rate of the
Guarantee Fee shall be prorated so that the Guarantee Fee
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specified in paragraph (c¢) of this Section is applicable to such
Vessel or Vessels from the next prior anniversary date of this
Security Agreement to such Delivery Date and that the Guarantee
Fee specified in paragraph (d) of this Section is applicable to
such Vessel or, Vessels from such Delivery Date to the end of such
annual Guarantee Fee period.

The amount of any excess payment of $100.00 or more shall be
promptly refunded to the Shipowner by the Secretary and the
amount of any excess payment of less than $100.00 shall be
credited by the Secretary against the next payment when due or if
no further payments are to become due, shall pe promptly refunded
to the Shipowner by the Secretary; provided that, if there is an
existing Default, any such amount shall, subject to Article VI,
be retained by the Secretary until (A) there is no existing
Default or (B) the Guarantees shall have terminated pursuant to
Section 3.05(1), (2) or (4).

(j}) Subject to the provisions of paragraphs (f) and (i) of
this Section, the Guarantee Fee shall be determined to be fully
earned as of the commencement of the period to which it is
applicable and, subject to said provisions, no refund will be
made by the Secretary of any Guarantee Fee in the event the
Guarantees shall terminate after the due date of such Guarantee
Fee, or the time of receipt and collection by the Secretary, in
the case of a deficit Guarantee Fee.

Section 3.03. Payment of the Secretary's Note. The principal
of and the interest an the Secretary's Note shall be payable as
follows:

(1) by payment of interest on the Obligations in
accordance with the provisions thereof and the Indenture;

(2) by redemption of the Obligations in accordance with
the provisions tnereof and the Indenture;

{3) when such Obligations have been Petired or Paid,
other than by payment of the Guarantees;

and the aforesaid payment shall constitute payment of the
interest on and the principal of the Secretary's Note as of the
date on which and to the extent such payment, redemption or
retirement is made and the Secretary's Note shall be discharged
to the extent of such payment of principal; provided that to the
extent that any such payment has been made with moneys advanced
or loaned to the sShipowner by the Secretary, such payment on the
Opligations shall not as tO such amount constitute payment of
principal of or interest on the Secretary's Note and the same
shall not in any manner be discharged as to such amount, and to
the extent of such non-discharge of the Secretary's Note an
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endorsement satisfactory to the Secretary shall be placed on the
Secretary's Note.

Section 3.04. Cancellation of the Secretary's Note. In the
event and when the Guarantees on ail the Obligations as to waich
Guarantees are secured by the Secretary's Note have been
terminated pursuant to the provisions of Section 3.05(1), (2) or
{(4) , or if such Guarantees have been terminated pursuant to
Section 3.05(3) and the Secretary has been fully reimbursed in an
amount equivalent to such Guarantee payments with the interest
thereon provided in the Secretary's Note together with any other
moneys secured by the Secretary's Note and hereby, the
Secretary's Note shall be cancelled and returned by the Secretary
to the Shipowner.

Section 3.05. Termination of the Guarantees. Except as
provided in Section 6.08 of Exhibit 1 to the Indenture, the
Guarantee with respect to a particular Obligation snall terminate
in case, and only in case, one or more of the following events
shall occur:

(1} Such Obligation shall have been Retired or Paid;

{2) The Holders of all the Obligations then Outstanding
shall have elected by Act of Obligees to terminate the
Guarantees, and the Secretary has been so notified by the
Indencure Trustee or all Obligees in writing; provided that
such termination shall not prejudice any rights accruing
hereunder prior to such termination.

(3) Such Guarantee shall have peen paid in full in cash
by the Secretary; or

{4) The Indenture Trustee and each Gbligee shall have
failed to demand payment of such Guarantee as provided in the
Indenture or in such Guarantee or in the Act.

Section 3.06. Execution of Additional Secretary?’s Note Upon
Subseggent Isgue of ubl;gatlons- In tne event and when each new
issue of Oblxgations is executed, authenticated and delivered on
a date or dates subsequent to the date hereof, as contemplated
by, and pursuant to the provisions of, the Special Provisions of
the Indenture and Section 2.04 of Exhibit 1 to the Indenture, (i)
tne Shipowner shall, at the time of the issuance of such
Obligations, execute and deliver to the Secretary an additional
Secretary's Note in an amount egual to the principal amount of,
and at the interest rate porne by, sucn issue of Obligations, on
the terms rrescrived by Section 3.03 and otherwise of like tenor
to the form of Secretary's Note annexed hereto, and (ii) the
Shipowner and the Secretary shall execute an instrument amending
or supplementing the Mortgage 1f then in effect (or the form of
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the Mortgage, if not then in effect) to the extent necessary to
provide security in respect of such additional Secretary's Note.
Each Secretary'!s Note executed and delivered in accordance with
the provisions of this Section shall, together with the
Secretary's Note referred to in the Special Provisions hereof, be
secured by this Security Agreement and the Mortgage.

ARTICLE IV

Construction Fund; Moneys Due in Respect of
Construction of the Vessels

Section 4.01. Construction Fund. (a) The shipowner has,
simultaneously with the execution of this Security Agreement,
deposited with the Depository the amount, if any, as indicated in
the Special Provisions hereof to be held in the Construction Fund
in a special joint depository account subject to the joint
control of the Shipowner and the Secretary.

(b) The Construction Fund, if any, will be maintained and
withdrawn in accordance with the provisions of this Section and
Sections #.02, 4.03 and 4.04.

{c) In the event the Special Provisions hereof provide for a
Construction Fund, the Secretary and the Shipowner shall have
entered into the Depository Agreement with the Depository
governing the establishment and maintenance of the Construction
Fund in form satisfactory to the Shipowner and the Secretary.

(d) At the time of each original issue of additional
Obligations the Shipowner shall deposit with the Depository an
amount equal to the excess, if any, of the principal amount of
the Obligations issued at such time over (i) the principal amount
then required to be deposited in the Escrow Fund and (ii) the
moneys, if any, paid, to the date of such issue, toward the
Actual Cost of the Vessels and which would, had the same been
deposited into the Construction Fund, then ne eligible for
withdrawal from the Construction Fund pursuant to the provisions
of Section 4.02.

Section 8.02. Withdrawals from the Construction Fund.
{a) The whole or any part of the Construction Fund shall be
applied from time to time to the direct payment to the Indenture
Trustee, any Paying Agent for the Obligations, the Shipbuilder or
any other Person entitled thereto of any amount wnich from time
to time the Shipowner is obligated to pay to the Indenture
Trustee or any Paying Agent in respect of the principal of or
1interest on the Obligations, or the Shipbuilder or sucn other
Person on account of the items, amounts and increases set forth
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in the determination of Actual Cost referred to in the Special
Provisions hereof; provided that --

(1) If the Shipowner shall have paid or caused to be
paid (wnether directly or pursuant to Section 5.02(b)) to the
Indenture Trustee, any Paying Agent for the Obligations, the
Shipbuilder or such other Person any amount referred to in
this Section, the Shipowner shall be reimbursed from the
Construction Fund therefor to tne extent provided in this
Section: and

(2} No payment or reimbursement under this Section
shall be made (A} to any Person until the amount paid by or
for the account of the Shipowner in respect of said items,
amounts and increases from sources other than the proceeds of
the Obligations equals at least 12-1/2% (or, in the
circumstances described in the proviso of this subparagraph
(2), 25%) of the Actual Cost of the related Vessel with
respect to which such payment is made, (B) to the Shipbuilder
until any estimated net trade-in allowance applicable to such
Vessel which is, at the time, due and payable by the United
States to the Shipbuilder pursuant to Section 510 of the Act
has been paid to the Shipbuilder on account of item (1) of
the Table annexed hereto, (C) to the sShipbuilder until the
Shipowner shall have paid to the Shipbuilder out of its
general funds all amounts which at the time are due and
payable by the Shipowner on account of charter hire of a
vessel traded in pursuant to the foregoing Section 510, (D)
to the Shipowner which would have the effect of reducing the
total amounts paid, referred .-to in clause (A) of this
subparagraph (2), below the respective minima set forth in
said clause with respect to sucn Vessel, (E) to the Shipowner
for reimbursement of any balance of a requested disbursement
paid by the shipowner with respect to such related Vessel
pursuant to the last sentence of Section 5.02(d) or for
reimbursement of any payment by the Shipbuilder referred to
in clauses (B) and (C) of this subparagraph {(2), or (F} to
any Person on account of items or amounts or increases
representing changes and extras or owner furnished equipment,
if any, set forth in the Table annexted hereto unless such
items, amounts or increases shall nave been previously
approved as to item and amount by the Secretary or the
Maritime Administration; provided that, in the event that the
amount eligible for guarantees pursuant to Section 1104 {b) (2)
of the Act, 1s limited to 75% of the Actual Cost or
Depreciated Actual Cost of the related Vessel with respect to
which such payment is made, after 50% of the Actual Cost of
such Vessel has heen paid by or for the account of the
Shipowner on account of the above-mentioned items, amounts
and increases, the minimum of 12-1/2% set forth in clause (Aa)
of this subpparagraph (2) shall be changed to 25% with respect
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to payments on account of items, amounts and increases
relating to such Vessel.

(b} In the event that one of the events described in Section
2.09 has occurred, upon a Request of tne Shipowner, approved in
writing oy the Secretary, moneys remaining on deposit in the
Construction Fund may be withdrawn for one of the following
purposes: (1) application as provided in Section 3.05 of Exhinit
1 to the Indenture, (2) payment to the Shipowner or its order in
the event that all of the Proportionate Outstanding Obligations
are Retired or Paid, other than by payment of the Guarantees, or
(3) application as provided in Section 6.05, if the Secretary
shall have paid the Guarantees.

Section 4.03. BProcedures for Construction Fund Withdrawals.
(a) Prior to any payment or reimbursement pursuant to Section
4.02, there shall have been delivered to the Secretary:

(1) A request for payment (the "Request for Payment')
(specifying the Person or Persons to be paid and the amount
of such payment) executed by the Shipowner, approved and
countersigned by the Secretary wnich Request for Payment
shall request the Depository to notify the Secretary when the
Construction Fund is exhausted; and

{(2) An Officer's Certificate stating =-=-

(A) That the payments and reimbursements are on
account of the items, amounts or increases set forth in
the determination o©f -Actual Cost;

{B) That the amounts stated therein are then
payable in respect thereof (specifying the amount in
respect of each such item, amount and increase and the
name and address of the Person to whom it should be
paid) and/or that payments in a stated amount in respect
thereof have been made by or for the account of the
Shipowner from sources other than the Construction Fund
or amounts (exclusive of interest) deposited in the
Escrow Fund (specifying the amount in respect of each
such item, amount and increase) and that reimbursement

therefor from the Construction Fund has not theretofore
been made;

(C) That there is no Default under this Security
Agreement;

(D) That there has been compliance with all
conditions provided for in this Section as to the
payments and reimbursements thereby requested;
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United States or any agency of the United States; provided that,
such investments or reinvestments shall marure not later than one
year from the date of the investment or the reinvestment. The
Depository shall sell all or any designated part of such
securities if (i) so directed by the Shipowner by the delivery of
a Request approved by the Secretary in writing (or, at the
Secrectary's written direction, without any Request of the
Shipowner, during the continuance of a Default) or (ii) at any
time the proceeds thereof are required for the purposes specified
in Section 8.02. If such sale (or any payment at maturity)
produces a net sum less tnan the cost (including accrued interest
paid as such) of the securities so sold or paid, the Depository
shall give written notice to the Secretary and the Shipowner of
such deficiency and the Shipowner shall promptly pay the
deficiency to the Depository. If such sale or payment produces a
net sum greater than the cost {including accrued interest paid as
such) of the securities so sold or paid, the Depository shall
promptly pay the excess to the Shipowner unless the Depository
snall have received written notice from the Secretary that there
is then an existing Default. All such securities and the net
proceeds of the sale or payment thereof (plus any deficiency paid
by the Shipowner, but excluding any excess over cost paid to the
shipowner) shall be held by the Depository for the same purposes
as the cash used to purchase the securities.

(d) Any interest on cash or securities (less an amount equal
to accrued interest paid upon purchase) held by the Depository
shall, unless there is then an existing Default, be promptly paid
, to the shipowner.

Section 4.06. Moneys Due in Respect of Construction of the
Vegsels. (a) So long as the Secretary shall not have paid the
Guarantees, in the event that the Shipowner shall from time to
time receive moneys described in the Granting Clause of the
Special Provisions hereof from the Secretary, the Shipbuilder,
its guarantors, sureties, or otherwise, representing moneys which
from time to time become due to the Shipowner in connection with
the Construction of any Vessel, the Shipowner shall give written
notice thereof to the Secretary and shall promptly pay the same
over to the Depository, accompanied by written notice to the
Depository and the Secretary that such moneys are to be held by
the Depository pursuant to the applicaole provision of the
Depository Agreement. The Depository shall hold such funds until
it shall have received written notice from the Secretary as to
whether or noct said moneys are to be applied to reduce the Actual
Cost of such Vessel or Vesseis. In the event the Secretary shall
derermine that all or any portion of such moneys are to be so
applied, the Secretary shall give written notice to the Shipowner
and the Depository, and the Depository shall pay over such
moneys, and the Shipowner shall concribute such additional sums,
if any, as the Secretary shall determine, to the Indenture
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Trustee in such written notice to the Shipowner and the
Depository. The Shipowner and the Secretary shall give the
Indenture Trustee written notice stating that such funds (i)
shall be applied pursuant to Section 3.04 of Exhibit 1 to the
Indenture to redeem the principal amount of Obligations specified
therein, and (ii) are to be so applied in ordexr that the
principal amount of Obligations that will be Outstanding after
such redemption will not exceed the principal amount thereof
eligible for Guarantee by the United States under Section
1104 (b) {2) of the Act. In the event moneys are received in
connection with Construction of any Vessel, the Secretary will
redetermine the Actual Cost, and, if referred to in ARTICLE FIRST
of the Special Provisions hereof, the Depreciated Actual Cost, of
such Vessel, but the Secretary agrees he will not require the
redemption of Obligations unless (A) the original principal
amount of the Obligations less (B) the aggregate principal amount
(as established by an Officer's Certificate of the Shipowner
delivered to the Secretary within 10 days of the giving of the
written notice of the receipt of such moneys referred to above)
of Obligations which either (i) have been redeemed pursuant to
any optional redemption provisions of the Indenture and not
theretofore credited (whether as a result of any automatic
crediting provisions of the Indenture or otherwise) against any
redemptions required to be made by any mandatory redemption
provisions of the Indenture, (ii) nave been acquired by the
Shipowner other than pursuant to the redemption provisions of the
Indenture and surrendered to the Indenture Trustee for
cancellation and not theretofore credited {(whether as a result of
any automatic crediting provisions of the Indenture or otherwise}
against any redemptions required by any mandatory redemption
provisions of the Indenture, or (iii) have been redeemed in
connection with Section 1104 (b) (2) of the Act in accordance with
the Indenturxe, is in excess of the percentage of the aggregate of
the Actual Cost or Depreciated Actual Cost, as the case may be,
of the Vessel set forth in ARTICLE FIPST of the Special
Provisions hereof as so redetermined and all other Vessels then
subject to the Security Agreement setr forth in ARTICLE FIRST of
the Special Provisions as so redetermined. The Shipowner shall
give written notice to the Indenture Trustee of all Obligations
credited pursuant to the immediately preceding sentence,
specifying tne number and principal amount of such Obligations so
credited, within three days of the determination of the Secretary
referred to above; provided that, if Obligations are required to
be redeemed in connection with Section 1104(b) (2) of the Act in
accordance with the Indenture, the notice of Obligations
credited, if any, shall be included in the written notice
required to pe given to the Indenture Trustee in connection with
sucn redemption. Upon a final determination of Actual Cost in
accordance with Section 5.01, any moneys held by the Depository
in accordance with this Section 4.06 which are not to be applied
for the redemption of Ooligations pursuant to Section 3.04 of
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Exhibit 1 to the Indenture and hereunder shall, unless there is
an existing Default, be paid to the Shipowner.

(b) In the event the Secretary shall have paid the
Guarantees, all Moneys Due in Respect of Construction of the
Vessels shall be promptly paid to the Secretary for deposit into
the Federal Ship Financing Fund and will pe applied in accordance
with Section 6.05.

ARTICLE V
Actual Cost: The Escrow Fund

Section 5.01. Actual Cost Determinations. The Actual Cost of
each Vessel (and the sum of the Actual Cost of all of the
Vessels), determined as of the date of this Security Agreement,
is as set forth in the Special Provisions hereof. The Secretary
agrees that he (1) will make a final determination of the Actual
Cost of each Vessel, limited to amounts paid by or for the
account of the Shipowner on account of the items (not in excess
of the respective amounts of the items) set forth or referred to
in the Special Provisions hereof and, to the extent approved by
the Secretary, any other items or any increase in the amounts of
such set forth or referred to items, such determination to be
made as of the time of payment by or for the account of the
Shipowner of the full amount of said Actual Cost of such Vessel,
excluding any amounts which are not to become due and payable,
and (2) will promptly give written notice to the Shipowner, of
the results of said final determination; provided that, the
Shipowner shall have requested such determination not less than
€0 days in advance (unless otherwise agreed by the Secretary) and
shall have furnished to the Secretary not less than 30 days in
advance of such determination (unless otherwise agreed by the
Secretary) a certification by the Shipowner and (unless otherwise
agreed by the Secretary) a statement by an independent certified
(ox, with the consent of the Secretary, an independent) public
accountant or firm of accountants of the total amounts paid or
obligated to be paid by or for the account of the Shipowner for
the Construction of such Vessel, together with a breakdown of
such totals according to the items for which paid or obligated to
be paid.

nerewith deposited with the Secretary the amount, if any,
indicated in the Special Provisions nereof to be held in the
Escrow Fund.

At the time of each sale of additional Jbligations after the
date hereof, the Shipowner shall deposit with the Secretary in
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escrow, and the Secretary shall accept, all or a portion of said
proceeds from the sale of such Obligations, in an amount equal to
the sums of the following:

(1) the aggregate sum of the excess (if any) calculated
for each Vessel separately, of (a) the principal amount of
the Proportionate Part of the Outstanding Obligations
authenticated to the date of such deposit, including the
principal amount of the Obligations being sold at such time,
less 75% or 87-1/2%, whichever is applicable under Section
1104 of the Act, of the amount which the Secretary shall
determine has been, as of such time, paid by or for the
account of the Shipowner for the Construction of such Vessel
over {(b) the balance on deposit other than for interest or
earned income relating to such Vessel at such time in the
Escrow Fund; and

(2) interest, as may be required by the Secretary, on
the amount of such deposit (computed at the effective rate
borne by the Obligations).

(b) Unless the Guarantees, prior to the Termination Date of
the Escrow Fund (as hereinafter defined), shall become payable as
t0 tne Obligations, the Secretary shall, subject to the
provisions of this paragraph (b), within a reasonable time after
written Request from the Shipowner disburse from the Escrow Fund
directly to the Indenture Trustee, any Paying Agent for such
Obligations, the Shipbuilder or any other Person entitled
thereto, any amount which from time to time the Shipowner is
obligated to pay to the Indenture Trustee, any Paying Agent for
such Obligations, the Shipbuilder or such other Person on account
of the items and amounts or any other items Oor increases set
forth or referred to in the Special Provisions hereof, and
reflected in the Table annexed hereto, provided that --

{1) If the Shipowner shall pay or cause to be paid to
the Indenture Trustee, any Paying Agent for such Cbligations,
the Shipbuilder or such other Person any amount referred to
in this paragraph (b), then upon a Request, in form
satisfactory to the Secretary, the Secretary shall reimburse
the Shipowner therefor the extent of such payment;

{2) No payment or reimbursement under this Section shall
be made (A) to any Person until the Construction Fund has
been exhausted, (B) to any Person until the total amount paid
py or for the account of the Shipowner on account of said
items, amounts and increases from sources other than the
proceeds of such Obligations equals at least 12~-1/2% (or, 1in
the circumstances described in the proviso of this
subparagraph (2), 25%) of the Actual Cost of the related
Vessel with respect to which such paymenc is made, (C) to tne
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Shipbuilder until any estimated net trade-in allowance
applicable to such Vessel which is at the time due and
payable by the United States to the Shipbuilder pursuant to
Section 510 of the Act has been paid to the Shipbuilder on
account of Item (1) of the Table annexed hereto, (D) to the
Shipouilder until the Shipowner shall nave paid to the
Shipbuilder out of its general funds all amounts which at the
time are due and payable by the Shipowner on account of
charter hire of a vessel traded in pursuant to the foregoing
Section 510, (E) to the Shipowner which would have the effect
of reducing the total amounts paid, referred to in clause (B)
of this subparagraph (2), below the respective minima set
forth in said clause, (F) to the Shipowner for reimbursement
of any balance of a requested disbursement paid by the
Shipowner with respect to such related Vessel pursuant to the
last sentence of paragraph (d) of this Section or for
reimbursement of any payment to the Shipbuilder referred to
in clauses (C) and (D) of this subparagraph (2), or (G) to
any Person on account of items or amounts or increases
representing changes and extras or owner furnished equipment,
if any, set forth in the Table annexed hereto unless such
items, amounts or increases shall have been previously
approved as to item and amount by the Secretary or the
Maritime Administration; provided that, in the event the
amount eligible for guarantees, pursuant to Section

1104 (b) (2) of the Act, is limited to 75% of the Actual Cost
or Depreciated Actual Cost of the related Vessel with respect
to wnich such payment is made, after 50% of the Actual Cost
of such Vessel has been paid by or for the account of the
Shipowner on account of the apove-mentioned items, amounts
and increases, the minimum of 12-1/2% set forth in clause (B)
of this subparagraph (2) shall be changed to 25% with respect
to payments on account of items, amounts and increases
relating to such Vessel.

(c) The excess, as determined by the Secretary, of any
amount on deposit in the Escrow Fund which represents interest on
the principal amount deposited, over the amount of interest due
on the next Interest Payment Date on the principal amount as
determined by the Secretary remaining on deposit on such Interest
Payment Date, may, unless there is an existing Default, be
disbursed by the Secretary upon Request of the Shipowner made not
more than 10 Business Days prior to such Interest Payment Date or
made within at least 60 days after such Interest Payment Date.

{d) The Secretary shall not be required to make any
disbursement pursuant to this Section except out of cash
available in the Escrow Fund. If sufficient cash is not
-available to make the requested disoursement, additional cash
shall be provided by the maturity or sale of securities in
accordance with instructions to be delivered to the Treasury
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Department pursuant to Section 5.04. If any sale or payment on
maturity shall result in a loss in tne principal amount of the
Escrow Fund invested in securities so sold or matured, the
requested dispursement from the Escrow Fund shall be reduced by
an amount. equal to such loss and the Shipowner shall, no later
than the time for such disbursement, pay to the Indenture
Trustee, any Paying Agent, the Shipbuilder or any other Person
entitled thereto the balance of the requested disbursement from
funds of the Shipowner other than the proceeds of such
Obligations.

(e} If, prior to the Termination Date of the Escrow Fund,
the Guarantees shall become payable by the Secretary as to the
Obligations, all amounts in the Escrow Fund at the time such
Guarantees become payable (including realized income which has
not yet been paid to the shipowner) shall be paid into the
Federal sShip Financing Fund created by Section 1102 of the Act
and be credited against any amounts due or to become due to the
Secretary from the shipowner with respect to all Obligations
guaranteed by the Secretary to which this Security Agreement
relates. To the extent payment of the Escrow Fund into said
Federal Ship Financing Fund is not required, said amounts or any
balance thereof shall be paid to the Shipowner.

() At any time the Secretary shall have determined that
there has been, for any reason, a deposit into or a disbursement
from the Escrow Fund contrary to the provisions of this Section,
he shall give written notice to the Shipowner of the amount
improperly deposited or disbursed, the amount to be deposited or
redeposited into the Escrow Fund on account thereof and the
reasons for such redetermination. The Shipowner shall thereafter
promptly deposit or redeposit, as appropriate, such amount, with
interest, if any, required by the Secretary, into the Escrow
Fund.

(g) Notwithstanding any other provision of this Section, the
Shipowner shall not seek or receive reimbursement for any amount
paid to the Shipbuilder by the Secretary under this Section.

(h) In tne event that one of the events described in Section
2.09 has occurred with respect to one or more of the Vessels,
upon a Request ¢of the Shipowner, approved by the Secretary in
writing, moneys remaining on deposit in the Escrow Fund may be
withdrawn in whole or in part for one of the following purposes:
(1) application as provided in Section 3.05 of Exhibit 1 to the
" Indenture (but in no event shall any such disbursement for such
purpose be in an amount greater than cthe related Proportionate
Qutstanding Obligations), (2) payment to the Shipowner, or its
order, in the event all Outstanding Ooligations are Retired or
Paid, other than by payment of the Guarantees, or (3) application
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as provided in Section 6.05, if the Secretary shall have paid the
Guarantees.

Section 5.03. Disbursement Upon Termination Date of the
Escrow Fund. If payments under the Guarantees of the Obligations
have not become payable prior to a final determination of Actual
Cost of all of the Vessels pursuant to Section 5.01, then upon
such determination any balance of the Escrow Fund shall be
disbursed by the Secretary as follows:

(1) To the extent that (A) the principal amount of such
Obligations originally issued, less (B) the aggregate
principal amount (as established by an Officer's Certificate
of the Shipowner delivered to the Secretary not less than 60
days in advance of the Termination Date of the Escrow Fund)
of such Obligations which either (1) have been or are (as
indicated by the giving of a notice of redemption which does
not state that it is subject to the receipt of the redemption
moneys by the Indenture Trustee or any Paying Agent of the
shipowner for such Obligations) to be Retired or Paid on or
before said Termination Date pursuant to Sections 3.02(a).
3.02(b) or 3.05 of Exhibit 1 to the Indenture and not, in the
case of redemptions pursuant to Sections 3.02(a) and 3.02(o)
of Exhibit 1 to the Indenture, availed of as a credit against
redemptions otherwise required to be made pursuant to the
sinking fund provisions of Section 3.02(c) of Exhibit 1 to
the Indenture, or (ii) have been delivered by the Shipowner
to the Indenture Trustee for cancellation to be availed of
pursuant to and in full compliance with Section 3.04 of
-Exhibit 1 to the Indenture shall be in excess of a sum which
is (C) the aggregate of 75% or 87-1/2%, whichever is
aprlicable under Section 1104 of the Act, of the Actual Cost
of the Shipowner on account of each Vessel laimited to amounts
paid by or for the account of the Shipowner on account of
items (not in excess of the respective amounts of the items)
set forth or referred to in the Table annexed hereto and, to
the extent approved by the Secretary, any other items or any
increase in the amounts of the items set forth or referred to
in said Table, as such cost is finally determined by the
Secretary, the Escrow Fund shall he paid to the Indenture
Trustee, not earlier than 10 days prior to, nor later than
the opening of business on the Redemption Date established
pursuant to Section 3.04 of Exhibit 1 to the Indenture,
accompanied by a copy of the written instructions from the
Secretary and the Shipowner previously delivered to the
Indenture Trustee in accordance with Section 3.04 of Exhibit
1 to the Indenture.

{2) From the balance remaining after the deduction of

the amount equal to the principal amount of Obligations to be
redeemed pursuant-to Section 3.04 of Exhibit 1 to the
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Indenture, an amount equal to the interest accrued to the
date fixed for redemption pursuant to said Section 3.04 shall
te paid from the Escrow Fund to thne Indenture Trustee
simultaneously with the payment to the Indenture Trustee of
the funds required to redeem Obligations pursuant to
paragraph (1) of this Section 5.03, to be applied to the
payment of such interest. 1In the event the balance remaining
in the Escrow Fund after giving effect to said paragraph (1)
is insufficient to pay the interest accrued to the date fixed
for redemption, such balance shall be paid from the Escrow
Fund by the Secretary to the Indenture Trustee as aforesaid,
and the Shipowner shall, within 5 days of receipt of notice
by the sShipowner of the determination by the Secretary of
final Actual Cost of the Vessels, deposit into the Escrow
Fund an amount equal to the difference between such balance
remaining in the Escrow Fund and the total amount required
for the payment of accrued interest to the date fixed for
redemption pursuant to Section 3.04 of Exhibit 1 to the
Indenture.

{3) Any remainder of such balance of the Escrow Fund
after giving effect to paragraphs (1) and (2) above shall be
paid to the Shipowner; provided, if no disbursement is
required to be made pursuant to paragraphs (1) and (2), the
Secretary shall disburse the Escrow Fund on or immediately
after a final determination of Actual Cost of the Vessels.

Section 5.04. Investment and Lijuidation of the Escrow Fund.
The Secretary may invest the Escrow Fund in obligations of the
United States with such maturities that the Escrow Fund will be
available as required for the purposes hereof. The Secretary
shall deposit the Escrow Fund into an account with the Treasury
Department and deliver to the Treasury Department instructions,
after agreement thereto by the Secretary and the Shipowner,
except in the case of instructions in connection with payment
into the Federal Ship Financing Fund pursuant to Section 5.02(e),
for the investment, reinvestment and liquidation of the Escrow
Fund. The Secretary shall have no liability to the Snipowner for
acting in accordance with such instructions.

Section 5.05. Income on the Escrow Fund. Except as provided
in Section 5.02(e}, any income realized on the Escrow Fund snall,
unless there is an existing Defaulc, be paid to the Shipowner
upon receipt by the Secretary of such income. For the purpose of
this Section, (i) the term "income realized on the Escrow Fund"
shall mean with respect to the Escrow Fund (A) the excess of the
cash received from the sale of securities or the payment of
securities at maturity (less any losses from sale not made up by
payments by tne Snipowner pursuant to the last sentence of
Sectaion ‘5.02(d)) over the cost tnereoif and (B) cash received from
the payment of interest on securities, and (ii) the term "upon
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receipt by the Secretary" shall mean the time of receipt by the
Secretary of advice of the payment oif such income by the Treasury
Department into the account in which the Escrow Fund has been
deposited.

Section 5.06. Termination Date of the Escrow Fund; Extension
of the Termination Date. The Escrow Fund will terminate 90 days
after the last Delivery Date of a Vessel covered by this Security
Agreement (herein called the "Termination Date of the Escrow
Fund"}. In the event tnat on such date the payment by or for the
account of the Shipowner of the full amount of the aggregate
Actual Cost of all of the Vessels set forth or referred to in the
Special Provisions hereof has not been made or the amounts in
respect of such Actual Cost are not then due and payable, then
the Shipowner and the Secretary by letter agreement shall extend
the Termination Date of the Escrow Fund for such period as shall
be determined by the shipowner and the Secretary as sufficient to
allow for the contingencies hereinabove set forth. If the
Secretary shall make a final determination of the aggregate
Actual Cost of all of the Vessels in accordance with Section
5.01, the Termination Date of the Escrow Fund shall be deemed to
be the date of such final determination; provided however, if, as
a result of such final derermination, a redemption of Obligations
is regquired pursuant to Section 3.04 of Exhibit 1 to the
Indenture, the Termination Date shall be the date specified as
the Redemption Date in the notice of redemption given pursuant to
Section 3.07 of Exhibit 1 to the Indenture.

ARTICLE VI
Defaults and Remedies
Section 6.01. What Constitutes YDefaults";: Continuance of

Defaults. Each of the following events shall constitute a
"Default" within the meaning of this Section.

(a}) Default in the payment of the whole or any part of the
interest on any of the Outstanding Obligations when the same
shall become due and payaple; or default in the payment of the
whole or any part of the principal of any of the oOutstanding
Obligations when the same shall become due and payable, whether
by reason of Maturity, redemgption, acceleration, or otherwise, or
any default referred to in Section 6.08 of Exhibit 1 to the
Indenture; and continuation of such default for a period of
30 days shall constitute and is herein called a "Payment
Default®, For the purposes of this Security Agreement and the
Mortgage only, any corresponding default with respect to the
interest on, or the principal of, the Secretary's Note is also
deemed to be a Payment Default.
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(b) The following shall constitute and each is herein called
a "Security Default":

(1) Default by the Shipowner, continued for 5 days, in
the payment to the Secretary of the amount of any Guarantee
Fee as required by Section 3.02;

{2) Default by the Shipowner in the due and punctual
observance and performance of any provision in Sections 2.02,
2.04 (b) and (e), 2.05, 2.06 and 2.15;

(3) Default by the Shipowner continued after written
notice specifying such failure by certified or registered
mail to the Shipowner from the Secretary in the due and
punctual observance and performance of any provision in
Sections 2.07 {(except paragraphs (g) and (k} thereof}, 2.09,
2.11 and 2.12;

(4) Default by the Shipowner continued for 30 days after
written notice by certified or registered mail to the
Shipowner from the Secretary in the due and punctual
observance of any other agreement in this Security Agreement
and in the Mortgage;

{5) The Shipowner shall become insolvent or bankrupt or
shall cease paying or providing for the payment of its debts
generally or the Shipowner shall be dissolved or shall, by a
court of competent jurisdiction, oe adjudged a bankrupt or
shall make a general assignment for the benefit of its
creditors or shall lose its charter by forfeiture or
otherwise; or a petition for reorganization of the Shipowmer
under the Eankruptcy Act shall be filed by the Shipowner, or
such petition be filed by creditors and the same shall be
approved by a court of competent jurisdiction; or a
reorganization of the Shipowner under said Act shall be
approved oy such a court, whether proposed by a creditor, a
stockholder or any other Person whomsoever; or a receiver or
receivers of any kind whatsoever, whether appointed in
admiralty, bankruptcy, common law or equity proceedings,
shall be appointed, by a decree of a court of competent
jurisdiction, with respect to any Vessel or all or
substantially all of the property of the Shipowner, and such
decree shall have continued unstayed, on appeal or otnerwise,
and in effect for a period of 60 days;

(6} Any default in the due and punctual ooservance and
performance of any provision in the Title XI Reserve Fund ani
Financial Agreement;

(7) Any representation or warranty made in connection
witn tne execution and delivery of tnis Security Agreement,
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the Mortgage or the Title XI Reserve Fund and Financial
Agreement or in any certificate required to be furnished
pursuant thereto shall prove to pe incorrect in a material
respect;

(8) Any event constituting a Default under any security
agreement or preferred mortgage under the Ship Mortgage Act,
1920, as amended, relating to any other vessel or vessels
owned by the Shipowner and financed under Title XI of the
Aderchant Marine Act, 1936, as from time to time in effect;
and

(9) Any additional Security Default prescriked in the
Special Provisions hereof.

At any time following the occurrence of a Security Default,
the Secretary may give the Indenture Trustee a Secretary's Notice
with respect to such Security Default, after which the Indenture
Trustee and the Obligees shall have the right to make demand for
payment of tne Guarantees in accordance with the provisions of
the Indenture and the Authorization Agreement.

Section 6.02. Acceleration of idaturity of the Secretary's
Note. The Secretary may, by giving written notice to the
Shipowner, declare the principal of the Secretary's Note and
interest accrued thereon to be immediately due and payable, at
any time after the Secretary shall have been obligated to pay the
Guarantees pursuant to the terms of the Indenture and the
Autnorization Agreement. Thereupon the principal of and interest
on the Secretary's Note shall become immediately due and payable,
together with-interest—at the "same ‘rates for overdue principal.

Section 6.03. HWaivers of Default. (a) If the Secretary
determines that an event which, with the passage of time, would
become a Payment Default has peen remedied within 30 days after
the occurrence of such event, upon a Request by the Shipowner, he
shall waive the consequences of such event.

(b) If the Secretary snall have determined prior to payment
of the Guarantees that a Payment Default has been remedied after
the expiration of the aforesaid 30-day period but prior to the
date of demand by the Indenture Trustee or an Obligee for payment
under the Guarantees, upon a Request by the Shipowner, he shall
waive such Default.

{c) If the Secretary shall have determined prior to the
expiration of the period required for payment of the Guarantees
that a Payment Default had not occurred (and prior to any payment
of Guarantees), he shall notify the Indenture Trustee and the
Shipowner of such determination and upon a Request by the
Shipowner, he shall waive such Default.
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{(d} The Secretary, in his sole discretion, may waive any
Security Default or any event which by itself, or with the
passage of time or the giving of notice, or both, would give rise
to a Security Default; provided that, such Default is waived
prior to the Secretary giving to the Indenture Trustee the
Secretary's Notice.

(e} The Secretary shall notify the Shipowner and the
Indenture Trustee in writing of any determinations made under
paragraphs (a), (b) and (¢) of this Section 6.03, and the
Secretary shall waive the consequences of any such Default and
annul any declaration under Section 6.02 and the consequences
thereof.

(f) No waiver under this Section shall extend to or affect
. any subsequent or other Default, nor impair any rights or
remedies consequent thereon.

Section 6.04. Pemedies After Default. (a) In the event of a
Default and before and after tne payment of the Guarantees, the
Secretary shall have the right to take the Vessels without legal
process wherever the same may be (and the Shipowner or other
Person in possession shall forthwitn surrender possession of the
Vessels to the Secretary upon demand) and hold, lay up, lease,
charter, operate, or otherwise use the Vessels for such time and
upon such terms as he may reasonably deem to be for the best
advantage to the Secretary, accounting only for the net profits,
if any, arising from the use of the Vessels and charging against
all receipts from the use of the Vessels all reasonable charges
and expenses in connection with such use of the Vessels.

(b) Upon payment of the Guarantees, the Secretary shall have
the right to --

(1) Exercase all the rights and remedies in foreclosure
and otherwise given to mortgagees by the Ship Mortgage Act,
1920, as amended;

{2) Bring suit at law, in equity or in admiralty to
recover judgment for any and all amounts due under the
Secretary's Note, this Security Agreement and the Mortgage,
collect the same out of any and all property of the
shipowner, whether or not the same is subject to the lien of
the Mortgage, and in connection therewith obtain a decree
ordering the sale of any Vessel in accordance with the
following subparagraph (4);

{3) Have a receiver of che Vessels appointed as a matter
of right in any suit under this Section {(and any such
receiver may nave the rights of che Secretary under the
following suoparagrapn (4j):
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(4) Sell any Vessel, free from any claim of the
Shipowner, by public sale with sealed bids, held at such time
and place and in such manner as the Secretary may reasonably
deem advisable, after first publishing notice of the time and
place of such sale for 10 consecutive Business Days in the
Authorized Newspapers, and mailing a copy of such notice, by
registered or certified mail, to the Shipowner at its last
known address, the first such publication and mailing to be
made at least 30 days prior to the date fixed for such sale;
provided that, such sale may be adjourned from time to time
without further publication or notice (other than
announcement at the time and place appointed to such sale or
adjourned sale). It shall not be necessary to bring any such
Vessel to the place appointed for such sale or adjourned
sale;

(5) Accept a conveyance of title to, and to take without
legal process (and the Shipowner or other Person in
possession shall forthwith surrender possession to the
Secretary), the whole or any part of any Vessel and the
Security wherever the same may be, and to take possession of
and to hold the same; .

(6) In his discretion, take any and all action
authorized by Sections 1105(c), 1105(e) and 1108(b) of the
Act and, to the extent not in express conflict with action
authorized by said Sections 1105(c), 1105(e) and 1108(b)}, or
with this Section 6.04, any and all action provided for or
authorized or permitted by or in respect of the Secretary's
Note, this Security Agreement, the Vessels, the Security, the
-Escrow Fund, the Construction Fund, the Title XI Reserve
Fund, the proceeds received by the Secretary pursuant to
Section 6.05, clause Seventh of any other security agreement
between the Secretary and tne Shipowner relating to any other
vessel or vessels financed under Title XI of the Merchant
Marine Act, 1936, as in effect from time to time and the
Policies of Insurance {said documents, funds and assets being
herein called the "Increased Security"), including all action
provided for in or authorized or permitted by or in respect
of the Increased Security;

(7) Receive, in the event of an actual or constructive
total loss or an agreed or compromised total loss or a
requisition of title to or use of any Vessel, all insurance
or other payments therefor to which the Shipowner would
otherwise be entitled, such insurance moneys to pe applied cy
the Secretary in accordance with the interest of the
Secretary as provided in Section 7.01 and, if any balance
remains, in accordance with the interest of the shipowner as
provided in Section 7.02; and
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(8) Pursue to final collection all claims arising under,
and to collect such claims from, the Increased Security;

{c) The Shipowner hereby irrevocably appoints the Secretary
tne true and lawful attorney of tne Shipowner, in its name and
stead, to make all necessary transfers of the whole or any part
of the Increased Security in connection with a sale, use or other
disposition pursuant to paragrapn (a) or (b} of this Section, and
for that purpose to execute all necessary instruments of
assignment and transfer. Nevertheless, the Shipowner shall, if
s0 requested by the Secretary in writing, ratify and confirm such
sale by executing and delivering to any purchaser of the whole or
any part of the Increased Security such proper bill of sale,
conveyance, instrument of transfer or release as may be
designated in such request.

{d) No remedy shall be exclusive of any other remedy, and
each and every remedy shall be cumulative and in addation to any
other remedy.

(e) No delay or omission to exercise any right or remedy
shall impair any such right or remedy or shall be deemed to be a
waiver of any Default.

(£} The exercise of any right or remedy shall not constitute
an election of remediess by the Secretary.

{(g) If the Secretary discontinues any proceeding, the raghts
and remedies of the Secretary and of the Shipowner shall be as
though n2 such proceeding had been taken.

Section 6.05. Application of Proceeds. (1) The proceeds
(from sale or otherwise) of the wnole or any part of the
Increased Security and use thereof by the Secretary under any of
the foregoing powers, (2) the proceeds of any judgment collected
by the Secretary for any default hereunder, (3) the proceeds of
any insurance and of any claim for damages to the whole or any
part of the Increased Security received by the Secretary while
exercising any such power, and (4} all other amounts received by
the Secretary, including amounts which are required oy Sections
2.07 and 2.09 or otherwise to be applied as provided in this
Section, shall be applied oy the Secretary as follows:

First - to the payment of the Guarantee Fee, if any, due
and payable to the Secretary pursuant to the provisions of
Section 3.02;

Second - to the payment of all sums of money due and

unpaid and secured by the Mortgage or this Security
Agreement:
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Third - to the payment of all advances by the Secretary
pursuant to this Security Agreement and all reasonable
charges and expenses of the Secretary;

Fourth - to the payment of tne whole amount of the
interest then due and unpaid upon the Secretary's Note;

Fifth - to the payment of the whole amount of the
principal then due and unpaid upon the Secretary's Note;

Sixth ~ to the Indenture Trustee for its reasonable fees
and expenses;

Seventh - to the Secretary for application to any other
debt of the Shipowner due the Secretary under any other
financing insured or gquaranteed py the Secretary pursuant to
the Merchant Marine Act, 1936, as from time to time in
effect; and

Eighth - any balance thereof remaining shall be paid to
the Shipowner.

Section 6.06. General Powers of Secretary. (a) In the event
any Vessel shall be arrested or detained by a marshal or other
officer of any court of law, equity or admiralty jurisdiction in
any country or nation of the world or oy any government or other
authority and shall not be released from arrest or detention
within 15 days from the date of arrest or detention, the
Shipowner hereby authorizes the Secretary, in the name of the
Shipowner, to apply for and receive possession of and to take
possession of such Vessel with all the rights and powers that the
Shipowner might have, possess and exercise in any such event.
This authorization is irrevocable.

(b) The Shipowner irrevocably authorizes the Secretary or
its appointee (with full power of substitution) to aprear in the
name of the Snipowner in any court of any country or nation of
tne world where a suit is pending against the whole or any part
of the Increased Security because of or on account of any alleged
lien or claim against the whole or any part of the Increased
Security from which the whole or said part of the Increased
Security has not been released.

(c) All reasonable expenses incurred pursuant to paragraphs
(2) or (b) of this Section together with interest at a rate equal
to the greater of: (a) the sum of the effective rate borne by the
Opligations and the rate of the Guarantee Fee computed in
accordance with Section 3.02, or (b) the sum of the interest rate
tne Department of Treasury would charge the Federal Ship
Financing Fund for a similar borrowing of like maturity and the
rate of the Guarantee Fee computed in accordance with Section
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3.02, shall constitute a debt due from the Shipowner to the
Secretary and shall be repaid by the Shipowner upon demand. The
Secretary shall not be obligated to (nor pe liable for his
failure to) take any action provided for in the foregoing
paragraphs (a) and (b).

ARTICLE VII
Rights of Secretary and Shipowner

Section 7.01. The Interest of the Secretary. The interest of
the Secretary in the Increased Security, and any cash, securities
or other property {(other than property purchased by the Secretary
at foreclosure proceedings or other public sale and any payments
or receipts from the requisition, sale, charter, operation or
other use or disposition of any such property accrued after the
time of acquisition of title at such proceedings or sale, all of
which property, payments and receipts shall belong to and vest
exclusively in the Secretary), which may at any time be
collected, received, realized or held by or for the Secretary (or
others) in respect thereof (including payments referred to in
Section 6.04(b) (4) and any excess Guarantee Fee held by the
Secretary and not refundable to tne Shipowner under the
provisions of Section 3.02), shall be egual to, but not in excess
of, an amount equal to the total of --

(1) the Guarantee Fee, if any, due and payable to the
Secretary pursuant to the provisions of Section 3.02;

{2) the expenses (including administrative expenses)
incurred and advances and disbursements made by the Secretary
{or the United States) in the assertion, protection, pursuit
and/or enforcement of the rights and remedies, or any of
them, stated in Sections 6.04 and 6.06, and all other
expenses (including administrative expenses) incurred and
advances and disbursements made by the Secretary (or the
United Sctates) in connection with the Increased Security or
otherwise (other than those incurred or made in respect of
the purchase of any Vessel by the Secretary of foreclosure
proceedings or otner public sale, after the time of
acquisition of title at such foreclosure proceedings or other
public sale);

(3) an amount equal to the amount of interest which is
due and payable upon tne Secretaryf's Note;

(4) an amount equal to the amount of principal wnich is
due or will become due and payasle upon the Secretary's Note;
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after deducting therefrom all credits, if any, under Section
1108(b) of the Act and all cash payments theretofore made to the
Secretary on account of said items; and such interest shall be
discnarged and satisfied in full before discharging and
satisfying any interest of the Shipowner.

Section 7.02. The Interest of the Shipowner. The interest of
the Shipowner, including its interest for the purpose of
asserting, protecting, pursuing or enforcing any or all of the
rights in or under the Increased Security, and any casin,
securities or other property (other than property purchased by
the Secretary at foreclosure proceedings or other public sale,
and any payments or receipts from the requisition, sale, charter,
operation or other use or disposition of any such property
accrued after the time of acquisition of title at such
proceedings or sale, all of which property, payment or receipts
shall, as stated above, belong to and vest exclusively in the
Secretary), which may at any time be collected, received,
realized or held by or for the Secretary (or others) in respect
thereof (including payments referred to in Section 6.0Uu(b) (4),
and any excess Guarantee Fee held by the Secretary and not
refundable to the Shipowner under Section 3.02), shall except as
otherwise provided in the Special Provisions hereof, be a
residual interest after full discharge and satisfaction of the
interest of the Secretary, as provided in Section 7.01, and the
Secretary shall promptly pay or otherwise account therefor to the
Shipowner.

Section 7.03. Interest in Funds Held by the Indenture
Trustee. The Secretary shall at no time have any right or
interest in or in respect of (i) any funds held at any time by
the -Indenture ‘Trustee "under the Indenture for payment of the
Obligations or (ii) any funds held by the Indenture Trustee 1in
respect of Obligations which shall have been Retired or Paid
within the meaning of the Indenture.

ARTICLE VIII

Amendments and Supplements to
the Security Agreement, Mortgage and Indenture

Section 8.01. Amendments and Supplements to the Security
Agreement and the Mortgage. This Security Agreement and the
Mortgage may not be amended or supplemented orally but may ope
amended or supplemented from time to time by an instrument in
writing execucted by the Shipowner and the Secretary.

Section 8.02. Waiver of Security Agreement Provisions. Tae
benefits to or rights of the Secretary under any provision of
this Security .Agreement may be waived in writing by tne Secretary
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either upon Request by the Shipowner or in his discretion with 15
days' prior notice.

Section 8.03. Amendments and Supplements to the Indenture.
Notwithstanding any provisions in the Indenture, the Shipowner
agrees that no amendments or supplements will be made to the
Indenture without the prior written consent of the Secretary and
any purported action or attempt to take action forbidden to be
ta?en by this Section shall be null and void and of no force and
effect.

ARTICLE IX
Consolidation, Merger and Sale

Section 9.01. Consolidation, Merger and Sale, Etc.
(a) Nothing in this Security Agreement or the Mortgage shall
prevent any lawful consolidation or merger of the Shipowner with
or into any other Person or any sale of any Vessel to any other
person lawfully entitled te acquire or operate such Vessel;
provided that, the Secretary shall have given his prior written
consent to such succession, merger, consolidation or sale.

{(b) The Person formed by or surviving such consolidation or
merger, or to which such sale shall have been made (herein called
the "sSuccessor"), shall, by indenture supplemental to the
Indenture, and by instrument amending or supplementing this
Security Agreement, and the Mortgage, as may Le necessary,
expressly assume the payment of the praincipal of (and premium, if
any)} and interest on the OQutsctanding Obligations in accordance
with the terms of the Obligations, .shall execute and deliver to
the Secretary, a Secretary's Note in form satisfactory to the
Secretary, shall expressly assume the payment of the principal of
and interest on the Secretary's Note, and also shall expressly
assume the performance of the agreements of the Shipowner in the
Indenture, this Security Agreement and the Mortgage.

{c) With the prior written consent of the Secretary, any
sach sale may be on such terms as to release the Shipowner
immediately prior to such sale from all its opligations under the
Indenture, this Securaity Agreement, the Mortgage and the
Secretary's Note. 1In such event, the Secretary, if so requested
by the shipowner, and as may be necessary, shall execute and
deliver such instruments as may be deemed by the Shipowner to be
reasonably necessary or appropriate to give effect to and confirm
such release.

(d) Upon any sucn consolidation, merger, sale, appointment

or designation, (A) the Successor shall succeed to and ke
supstituted for the Shipowner with the same effect as if it had
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been named herein and (B) the Secretary shall consent to the
surrender of the document of any Vessel pursuant to Subsection O
of the ship Mortgage Act, 1920, as amended; provided that,
concurrently with such surrender, such Vessel shall be
redocumented under the laws of the United States and all
endorsements necessary and proper to preserve the preferred
status of the Mortgage shall be made upon the new documents of
such Vessel, when issued.

ARTICLE X
Notices

Section 10.01. Wotices. Except as otherwise provided in this
Security agreement or by the Act, all notices, regquests, demands,
directions, consents, waivers, approvals or other communications
may be made or delivered in person or by registered or certified
mail, postage prepaid, addressed to tne party at the address of
such party specified in the Special Provisions hereof, or at such
other address as such party shall advise each other party by
written notice, and shall be effective upon receipt by the
addressee thereof.

Section 10.02. Waivers of Notice. In any case where notice
by publication, mail or otherwise is provided for by this
Security Agreement, such notice may be waived in writing by the
Person entitled to receive such notice, either before or after
the event, and such waiver shall be deemed the equivalent of such
notice.

Section 10.03. cChange of Name. The Shipowner shall not
change its name without first notifying the Secretary of the new
name and the change in address, if any. )

ARTICLE XI

Discharge of Security Agreement and the Mortgage

Section 11.07. Discharge of Security Agreement and the
Morrgage. (a) If the Obllgatzons and the related Secretary's Note

shall have been satisfied and discharged and if the Shipowner
shall pay or cause to be paid all other sums that may have become
secured under this Security Agreement and the Mortgage, then this
Security Agreement, the Mortgage and the liens, estate and rights
and interests hereby and thereby granted shall cease, determine,
and become null and void, and the Secretary, on Request of the
Snipowner and at the Shipowner's cost and expense, shall
forthwith cause satisfaction and discharge of this Security
Agre=ment and the Mortgage to be entered upon its and other
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appropriate records and shall execute and deliver to the
Shipowner such instruments as may be necessary, duly
acknowledging the satisfaction and discharge ¢of this Security
Agreement and the Mortgage, and forthwith the estate, right,
title and interest of the Secretary in and to the Security, the
Increased Security and any other securities, cash, and any other
property held by it under this Security Agreement and the
Mortgage shall thereupon cease, determine and become null and
void, and the Secretary shall transfer, deliver and pay the same
to the Shipowner.

(b} If all of the Guarantees on the Qutstanding Obligations
shall have been terminated pursuant to Section 3.05(2) or (4),
the Secretary shall assign forthwith to the Shipowner this
Security Agreement, the Mortgage and the liens, estate, rights
and interests hereby and thereby granted.

ARTICLE XII
Miscellaneous

Section 12.01. Successors and Assigns. All the covenants,
promises, stipulations and agreements of the Shipowner in this
Security Agreement shall bind the Shipowner and its successors
and assigns and shall inure to the benefit of the Secretary and
his successors and assigns, and all the covenants, promises,
stipulations and agreements of the Secretary in this Security
Agreement shall oind the Secretary and his successors and
assigns, and shall inure to the benefit of the Shipowner and its
successors and assigns, whether so expressed or not. This
Security Agreement is for the sole benefit of the Shipowner, the
Secretary and their respective successors and assagns, and no
other Person shall have any right hereunder.

Section 12.02. Execution in Counterparts. This Security
Agreement may be executed in any number of counterparts. All

such counterparts shall be deemed to pe originals and shall
together constitute out one and the same instrument.

Section 12.03. Rights of Shipowner in Absence of Default.
Except during the exastence of a Default (unless the Shipowner
shall have failed to perform any of its agreements under Saction
2.04 and such failure shall be continuing at the time in
question), tne Shipowner (1) shall pe suffered and permittei to
retain actual possession and use of the Vessel and (2) snall have
the right, from time to time, in its discretion and without tne
consent of or release by the Secretary, to dispose oi, free from
the lien hereoi and of tne Mortgage, any and all engines,
machinery, masts, boats, ancnors, cables, chains, rigging,
tackle, agparel, furnicure, capstans, outfit, tools, pumps,

48



pumping and other equipment, and all other appurtenances to the
Vessels, and also any and all additions, improvements and
replacements in or to the Vessels or said appurtenances, after,
except with the prior written consent of the Secretary, first or
simultaneously replacing the same with items of at least
substantially equal value.

Section 12.04. Surrender of Vessels' Documents. The
Secretary shall consent to the surrender of each Vessel's
documents in connection with any redocumentation of such Vessel
required on account of alterations to such Vessel which, as
stated in an Officer's Certificate delivered to the Secretary,
are not prohibited by this Security Agreement and by the
Mortgage.

Section 12.05. No Waiver of Preferred Status. No provision
of this Security Agreement or of the Mortgage shall be deemed to
constitute a waiver by the Secretary of the preferred status of
the Mortgage given by Subsection M of the ship Mortgage Act,
1920, as amended, and any provision of this Security Agreement or
of the Mortgage which would otherwise constitute such a waiver
shall to such extent be of no force or effect.

Section 12.06. Regulations Inapplicable. None of the
regulations heretofore or hereafter issued, whether or not under
Title XI of tne Act, is a part of or affects this Security
Agreement in any respect, and the provisions of this Security
Agreement shall control notwithstanding the provisions of any
such regulations.

Section 12.07. Table of Contents, Titles and Headings. The
table of contents, and titles of the Articles and the headings of
tne Sections are not a part of this Security Agreement and shall
not be deemed to affect the meaning or construction of any of its
provisions.
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SECRETARY’S NOTE
PROMISSORY NOTE

from

AMERICAN COMMERCIAL LINES, INC.

THE UNITED STATES OF AMERICA

Dated July 31, 1980



Secretary’s Note shail be discharged to the extent of such payment of principal; provided that to the
extent that any such payment has heen made with moneys advanced or loaned 1o the Shipowner by the
Secrelary, such payment on the Obligations shall not, as to such amount, constitute payment of prinapal
or interest on the Secretary’s Note and the samre shall not 1in any manner be discharged as to such amount,
and to the extent of such non-cischarge of the Secretary’'s Note an endorsement satisfactory to the
Secretary shall be placed on such Note.

The principal of this Secretary’s Note and the interest thereon may be declared or may become due
and payable by declaration of the Secretary at any time aiter the Secretary shall have been obligated
to pay the Guarantees pursuant to the terms of the Indenture and the Authorization Agreement. There-
upon, the unpaid balance of the principal of and the interest on this Secretary’s Note shall become due and
payable, toge'her with interest thereon at the same rates for overdue principal

This Sccretary’s Note is non-negotiable and 1s not assignable or transferable and shall be cancelled
by the Secretary and surrendered to the Shipowner 1f all Outstanding Obligations are paid or atherwise
as required by the provisions of Section 3.04 of Exhibit 1 to the Security Agreement

In Wirxess Waereor, the Shipowner has caused this Secretary’s Note to be executed by its duly
authorized officers under its Corporate Seal this 31st day of July, 1980

AxeErican CoumEeRciar Lines, INc.
as Shipowner

|SEAL)

Attest:



Form of First Preferred
Fleet Mortgage

EXHIBIT 3

to
Security Agreement



ACKNOWLEDGMENT

StaTeE oF NEW YORK } oa:

County or New York

On the day of . 19 Yefnre me personally appeared , to me known, who
being by me duly sworn, dud r]t:pn'sc and say that he resides at ’
that he is of AMERTCAN CovurReiaL LixFs, Inc, the corporation described m and w‘nch

executed the foregoing wnstrument ; that he knows the seal of said corporation, that the seal affixed to said
mstrument 1s such corporation’s seal, that 1t was so affixed by authonty of the Board of Directors of said
corporation, and that he signed his name thereto by like authority

----------------------------------

Notary Public

[INOTARIAL STAMP AND SEAL]



become mnll and vord  and the Secretars  on the Request of the Shupowner and at the Shipowner's
cost and expense, shall forthwith canse sansfachion and discharge of tus Mortgage to be entered upon
ity and other appropniate records and shall execute and deliver to the Shipowner such instruments as
may e necessary to duly acknowledge the watisfuction amd discharge of thia Mortgage

ARTICLE THIRD

For the purpose of endo:sement of this I'irs: Picierred Fieet Mortgage on the document of Lhe
Vesaels as reviured o law { Subsecuon D of the Sl Morigage At 1920 as amended) the total amoun:
15 Tweuny Eour Milhon Duollars ($24.00,000) and mterest and performance of morgage covenanis.
the date of maturiy 15 July 15, 2004, and ihe ch~charge amoun: 1= the same as the 1total amount
and althongh 1t 15 not inzended thar the Muortgage ncinde amy properts other than the Vessels, and if am
deiernunation 15 marfe at any sime that for any reason tus Mortgage does melwle amy property other
than a “vessel” within the meamng of Sulxhiviston {e) of the Subsechion D of the Ship Mortgage Act
1920 as amended then such property may be separately ihscharged from the lien of the Mortgage by the
payment of (1% of the mnrigage meehteduess, but m no event shall such discharge be construed 10
dhscharge such property from the hen of the Sewurity Agreement as opposed to the Mortgage Iach Vessel
may be separately discharged by payment of the perceniage o the vutstanding mortgage indebtedness
nbhigations set forth opposite such Vessel in Schedule A heretu

Ix WiTnEss WHEREOF, this instrument has been executed and delivered on the day and year first
above written.

AuzmicaN Comumuuciar Lixgs, INc.
as Shipoumer

[SeaL]

Attest,

S. mcl;r:.y



The Shipowner hereby agrees with the Mortgagee that each and every Vessel now or at any time
subject to the lien of the Mortgage is to be held by the Mortgagee subject to the further agreements and
conditions hereinafter set forth

ARTICLE FIRST

Section 1. The execution and delivery of this Mortgage (together with the “Affidavit of Good Faith
of Mortgagor” annexed hereto) and the execution and delivery of the Secretary’s Note have each been
duly authorized by the Shipowner and are not in contravention of any indenture or undertaking to which
the Shipowner is a party or by which it is bound.

Section 2. All of the covenants and agreements on the part of the Shipowner including, without limi-
tation, those relating to: maintenance “of United States citizenship; organization and ex:stence of the
Shipowner; title to and possession of the Vessel, sale, transier or charter of the Vessel; taxes; liens;
documentation of the Vessel ; material changes in the Vessel; compliance with applicable laws ; maintenance
of marine insurance; requisition of title; and compliance with the Ship Mortgage Act, 1920, as amended,
which are set forth in, and all of the rights, immunities, powers and remedies of the Secretary which are
provided for in, the Security Agreement (including the Special Provisions thereof and the General Pro-
visions of Exhibit 1 thereto) except for the Granting Clause thereof, together with all other provisions of
the Security Agreement, are incorporated herein by reference with the same force and effect as though
set forth at length in this Aortgage and true copies of the forms of the Special Provisions of Schedule X
and Exhibit | to the Security Agreement and Amendment No. 2 to and Restatement of the Title XI
Reserve Fund and Financial Agreement are annexed hereto

Section 3. A Default pursuant to the provisions of the Security Agreement shall constitute a Default
hereunder and shall give the Mortgagee the rights and remedies established by the Ship Mortgage Act,
1920, as amended, and as provided in the Security Agreement

Section 4. This instrument is executed as and shall constitute an instrument supplemental to the
Security Agreement and shall be construed 1n connection with, and as a part of. the Security Agreement.

ARTICLE SECOND

Section 1. This Mortgage may be executed in any number of counterparts and all such counterparts
executed and delivered, each as an original, shall constitute but one and the same instrument.

Section 2. All the covenants, promises, stipulations and agreements of the Shipowmer in this
Mortgage shall bind the Shipowner and its successors and assigns and shall inure to the benefit oi the
Mortgagee and its successors and assigns, and all the covenants, pramuses, stipulations and agreements of
the Mortgagee contained herein shall bind the Mortgagee and its successors and assigns and shall inure
to the benefit of the Shipowner and its successors and assigns. whether 3o expressed or not,

Section 3. Any term used herein which is defined in the Security Agreement and which is not
specifically defined herem shall have :he meaning specified :n the Security Agreement unless the context
otherwise requires

Section 4. No provision of this Mortgage or of the Security Agreement shall be deemed to con-
stitute a waiver by the Mortgagee of the preferred status of the Mortgage given bv Subsection M of the
Shp Mortgage Act. 1920, as amended. and any provision of this Mortgage or of the Security Agreement
which would otherwise constitute such a2 waiver shall to such extent be of no force or effect

Section 5 If the Secretary’s Note shall have been satisfied and discharged and if the Shipowner
shall pay or cause to be paid all other sums that may have become secured under the Security Agreement
and this Mortgage, then this Mortgage and the estate and nghts hereunder shall cease, determine and
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Tzis First PREFERRED FLEET MoORTGAGF is made and dated July 31, 1980 by Axericany CoumMER-
c1aL Lixes [xc, a Delaware corporation (the “Shipowner”). to the UNITED STATES OF AMER-
ICA represented by the Secretary of Commerce. acting by and through the Assistant Secretary of
Commerce inr Mantime Afairs {the "Secretary™)

WiEREAS, the Sipowner 1s e sole owner of the winie or the Vesseis listed in Schedule A hereto
as more fully descnibed in the Grantng Clause below:

Wiereas, the Shipowner has, in consideration of the 1ssuance of certain Guarantees by the Secretary
pursuant to Title XI of the Merchant Marine Act, 1936, as amended (“Title XI"), of the payment of
the unpaid interest on and the unpaid Lalance o1, the prinaioai of the “Umited States Gove-nment
Guaranteed Ship Financing Bonds—1980 Issue” issued by the Shipowner in the aggregate principal
amount of $24,0C0,000 1the ‘Ubugations” ), and pursuant to t-e terms and provisions of that certain
Securtty Agreement dated the date hereof, between the Shipowner and the Secretary (heremn. as the
same may be amended or supplemented, called the “Secursty Agreement’}, issued and delivered to
the Secretary i1ts promssory note dated the date hereof, in the principal amount of $24,000,000 (said
promissory note, in the form attached to the Secunty Agreement as Exhibit 2 thereto, heremn called the
“Secretary’s Note”) and has agreed to execute and deliver this First Preferred Fleet Mortgage to the
Secretary (heremnafter referred to in this Mortgage as the “Mortqagee’”’) for the purpase of securing the
payment of the principal of and interest on the Secretary's Note in accordance with its terms, the Secunty
Agreement and this Mortgage (this Mortgage, as the same may hereafter be amended or supplemented
mn accordance with the terms hereof, herain called the “Mortgage™) :

Now, Taererore, TH1s MORTGAGE VWITNESSETH :

That, in consideration of the premises and of the additional covenants herein contained and for other
good and valuable consideration, the receipt and adequacy of which are hereby acknowledged, and as
secunty for the Guarantees and in order to secure the payment of the above-mentioned interest on and
principal of the Secretary’s Note and all other sums that may be secured by the Mortgage and the
Security Agreement, and to secure the due performance and observance of all the agreements and
covenants in the Secretary’s Note and herem contained. the Shipowner has granted, conveyed, mortgaged,
pledged, confirmed, assigned, transferred and set over, and by these presents does grant, convey, mortgage,
pledge, confirm, assign, transfer and set over unto the Mortgagee, the whole of the vessels described in
Schedule A attached hereto July documented in the name of the Shipowner under the laws of the Unirted
States havinyg their home pors at the port of Lowsville, Kentucky or \Wilin'ngton, Delaware, together with
in the case of each vessel, all its engines, boilers, machinery, masts, boats, anchors, cables, chains, nggmg,
tackle. apparel, furniture, capstans, outfit, tools, pumps, pumping and other equipment and all other
appurtenances therero now or at any time hereafter appertaning or belonging and whether on board or
not on bnard and also any and all addinons, improvements and replacements hereafter made in or to each of
said vesse's or 1n and to, n the case of each vessel, its equipment and appurtenances as aforesaid (said
vessels, together with all the foregoing, herein called the * [esseis” and the term "I essel” whenever used
heremn shall apply with equal force to each of the Vessels) ; protided, however, that the foregoing shall
not ‘nclude any property which 1s 210t the property of the Shipowner under the terms of the Charter

To Have anp 1o Horn, all and singular, the above mortgaged and described property unto the
Mortgagee, to its own use, benefit and behoof forever;

Provipep, Howsever, and these presents are upon the condition that, if the above-mentioned principal
of and interest on the Secretary's Note are paid in accordance with the terms thereof, the Security Agree-
ment and this Mortgage, and all other sums that may be secured by the Security Agreement and this
Mortgage are paid in accordance with their terms, then this Mortgage and the estate and rights hereunder
shail cease, determine and be void, otherwise to remain in full force and effect.
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EXHIBIT 3
to
Security Agreement

— _ _ __  ___ ____ _ ___ —_____ — _ . . __ ___ __ .

Contract No.
MA.9394

FIRST PREFERRED FLEET MORTGAGE

Dated July 31, 1980

AMERICAN COMMERCIAL LINES, INC.,
Shipowner

THE UNITED STATES OF AMERICA




AFFIDAVIT OF GOOD FAITH OF MORTGAGOR

STATE oF NEw York )

Couaty oF NEw York  *°

bemgr duls sworn, depuoses and say < that e s of AMFRICAN CuMMIRCIAL
Lixes, Iac. the corporabion described m and which execnted the foregoing Mortgage as mortgagor, that
the ~aid Mortgage 15 marle in good farh and waithaur any desygn to hinder, delay or defraud any existing
or fulure creditor of sal Asekrican Covvrruian Lixes, Inc . or any henor of the mortgaged Vessels
and that this affiulavit 1a made pursuant m anthority of the Board of Directors of sarl Averican CoM-
MERCIAL LINES, INC

Suhscribed and sworn 1o befuie me this day of

, 19

Notary Public



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Baxge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Name

Chem 110

Chem 111

Chem 112

Chem 113

Chem ll4

Chenm 115

Chem 116

Chem 117

Chem 118

Chem 119

Chem 120

Chem 121

Chem 122

Chem 123

Chem 124

SCHEDULE A

Official
No.
584490
584491
584492
594493
584494
584495
584496
584497
384498
584499
393014
393015
593016
593017

593018

593019

Place
Bullt

Jeffersonville
Indiana

Jeffarsonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersomville
Indiane

Jefferasonville
Indiana

Jeffersomville
Indiana

Jeffarsonville
Indisna

Jeffersonville
Indiana

Jeffersonville
Indiana

Jefferaonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Page 1 of 8

Approximate Ralsase
nﬁ;: _g;::i;g:: i Percemntage

1977 835/835  .0l31l62
1978 8as/sas  .013162
1978 83s/83s  .013162
1978 83s/s35 -013162
1978 835/835 .013162
1978 835/835 .0130416
1978 gis/azs -0130416
1978 835/835 .013041l6
1978 835/835 .0130416
1978 835/835 .0130416
1978 835/835 .0128333
1978 835/835 .0128333
1978 835/835 .0128333
1978 835/835 .0128333
1978 835/835 .0128333
1978 835/835 .0128333



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Baxge,

Barge,

Barge,

Rarge,

Ipe
Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Covered Hopper

Covered Hopper

Coverad Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Name

Chem 126

Chem 127

Chem 128

Chem 129

Chem 130

Chem 131

Chem 132

Chem 133

ACBL 3200

ACBL 3201

ACBL 3202

ACBL 3203

ACBL 3204

ACBL 3205

ACBL 3206

ACBL 3207

0fficial

No.

593020

393021

593022

593023

593024

593025

593026

593027

604025

604026

604027

604028

604029

604030

604031

604032

Place
Buile

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffarsonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonvillie
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersenville
Indisna

Jeffersonville
Indiana

Year
Buile

1978
1978
1978
1978
1978
1978
1978
1978
1979
1979
1979
1979
1979
1979
1579

1979

Paga 2 of 8

Approximate’ Ralease

_g;::j;:t _ Percentage
835/835 .0128333
835/835 .0129583
835/835 .0129583
835/835 .0129583
835/835 .0129583
835/835 .0129583
835/835 .0129583
835/835 .0129583
986/936 .0087083
986/986 .0087083
986/986 .0087083
986/986 .0087083
986/986 .0087083
986,986 .0087083
986/986 .0087083
986/986 .0087083



Barge,

Barge,

Barge,

Barge,

Zarge,

Barge,

Barga,

Barge,

Barge,

Sarge,

Barge,

darge,

Earze,

—voDe

Covered Hopper

Covered Hopper

Covered Hopper

Covered Kopper

Covered Zopper

Covered Hopper

Covered Fopper

Open HKHopper

Open Hopper

Open Hopper

Cpen Hopper

Open Hopper

Copen Hopper

Cren Zopper

Cpen Hopper

Cpen EHoprer

AC3L

ACBL

ACEL

ACBL

ACBL

ACBL

ACEL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

AC3L

Namxe

3208

3209

3212

3213

3214

110

111

112

113

114

115

116

117

118

Cfficial

No.

6046033

604034

604035

604036

604037

604038

604039

604010

604011

604112

604113

604114

604115

604116

604017

604018

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
indiana

Jefiersonvilie
Indiana

Jeffersonville
indiana

Jeffersonville
indiana

Jeffersonville
indiana

Jeffersocville
Indizna

Jeffersonville
Iadiana

ceffersonville
Indiana

Jeifersonville
Indizna

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeifersonville
Indiana

Jeffersonville
Indizna

Page 3 of 8

spproxinate Ralease
sl gomsge  Percemtag
1979 98¢/586 .0087083
1979 586/986 .0087083
1979 986/586 .0087083
1979 986/986 .0087083
1979 986/986 .0087083
1979 986/986 .0087083
1979 986/986 .0087083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1979 729/729 .0072083
1079 729/729 .0072083



jarge,

jarge,

Barge,

Bargs,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Bargse,

Barge,

Barge,

Barge,

Iype
Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Covered Hopper

Coverad Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Coversad Hopper

Coveread Hopper

Covered Hopper

Covered Hopper

Covered Hopper

ACBL 119

ACBL 120

ACBL 121

ACBL 122

ACBL 123

ACBL 124

ACBL 3215

ACBL 3216

ACBL 3217

ACBL 3218

ACBL 3219

ACBL 3220

ACBL 3221

ACBL 3222

ACBL, 3223

ACBL 3224

Official
No.

604019
604020
604021
604022
604023
604024
604040
604041
604042
604043
604044
6660ﬁ5
604046
604047
604048

604049

Place
Built

Jeffersonville
Indiana

Jeffersonvilla
Indiana

Jaffarsonville
Indfana

Jeffaraonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

-Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indisma

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1979

1979

1979

1979

1979

1979

1979

1979

1979

~-1979

1979

1979

1979

1979

1979

1979

Paga &4 of 8

Approximate
Tonnage
_Gross/Net
7297729
729/729
729/729
729/729
729/729
729/729
986/986
986/986
986/986
986/986
986/986
986/986
986/986
986/986

986/986

986/986

Raleasa
Percentage

—————

.0072083

.0072083

.0072083

.0072083

.0072083

.0072083

.0087083

.0087083

.0087083

.0087083

.0087083

.0087083

.0087083

.N087083

.0087083

.0087083



Type

Barge, Coverad Hopper

Barge, Coverad Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Open Hopper

Towboat

Towboat

Name

ACBL 3225

ACBL 3226

ACBL 3227

ACBL 3228

ACBL 3232

ACBL 1871

Thruston Morton

Robert Koch

0fficilal

No.

606610

606611

606612

606613

606617

609318

594624

598151

Place
Bullet

Jeffarsonville
Indiana

Jeffersonville
Indiana

Jeffersonvilie
Indiana

Jeffersonville
Ind{iana

Jeffersonvilla
Indiana

Jaffersqouville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1979

1979

1979

1979

1979

1979

1978

1978

2age 5 of 8

Approximate
Tonnage

Groas /Net
986/986
986/986
986/986
986/986
986/986
729/729

623/423

623/423

Raleass

Percentage
i ———e———

.0087083
.0087083
.0087083
.0087083
.0087083
.0074166
.0971829

.0937777



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Ivpe
Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Cpen Hopper

Open Hopper

Open Hopper

Open Hopper

Cpen Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Name

ACBL 1850

ACBL 1851

ACBL 1852

ACBL 1853

ACBL 1854

ACBL 1855

ACBL 1856

ACBL 1857

ACBL 1858

ACBL 1859

ACBL 3229

ACBL 3230

ACBL 3231

ACBL 1233

Official

No.

606600

606601

606602

606603

606604

606605

606606

606607

606608

606609

606614

606615

606616

606618

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Ind{ana

Jeffersonville
Indiana

Jeffersonville

Indiana

Jeffaersonville
Indigna

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersomville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

?!8. 6 of 8

Approximate Release
it _gomnems  Rercentage
1980 7987798 -007625
1980 798/798 -007625
1980 708/798 -007625
1980 798/798 007625
1980 798/708 +007625
1980 798/798 -007625
1980 798/798 ° 007625
1980 798/798 -007625
1980 798/798 -007625
1980 798/798 ° 007625
1979 986/986 0087083
1979 986/986 0087083
1979 9g6/986 -0087083
1979 986/986 -0087083

—— —



Iype

Barge, Covered Hopper ACBL 3234

Barge, Open EHopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

ACBL 1870

ACBL 1872

ACBL 1873

ACBL 1874

ACBL 1875

ACBL 1876

ACBL 1877

ACBL 1878

ACBL 1379

ACBL 1380

ACBL 1881

ACBL 1882

ACBL 1883

Qfficial
No.

606619

609317

609319

609320

609321

609322

609323

609324

609325

609326

' 609327

609328

609329

609330

Place
Built

Jeffersonville
Indiana

Jeffersenville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffarsonville
Indiana

Jaffersonville
Indiana

Jeffersonvilla
Indiana

Jeffarsonville
Indiana

Jeffarsonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indisna

Jaffarsonville
Indiana

Jeaffersonville
Indiana

Jeffersonville
Indiana

Year
Buile
1979
1979
1979
1979
1979
1979
1979
1979
1979
1979
1979
1979

1979

1979

Page 7 of 3

Approximat«
Tomnage

Gross/Net
986/986
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729
729/729

729/729

729/729

Raleasgse
Percentage

.0087083
.0074166
.0074166
.0074166
.0074166
.0074166
.0074166
.0074166
.0074166
. 0074166
.0074166
.0074166
.0074166

.0074166



Trpe

Barge, Open Hopper

Towhoat

Towboat

Official

Name No.
ACBL 1884 609331
R. W. Greene 619977
Bill Carmeal 610971

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Buile
1979

1980

1979

!P-s- 3 of 8

Approximate Rllense
Tounage Pe:cantage
Gross/Net ————
7297729 .0074166
947/643 -1233713
947/643 .1091414
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EXHIBIT A
The Mortgage

FORM OF OPINION OF COUNSEL FOR SHIPOWNER

Secretary of Counnerce

¢/o Assistant Secretary of Commerce
for Maritime Affairs

Maritime Admimstration

Department of Commerce

Washington, D. C 20230

Dear Secretary:

With reference to the United States Government tmaranteed Ship Fiancing Bonds— 1980 [ssue ([ the
“Oblyatims”  iwsuerd by AMERICAN COMMERCIAL LINES, INC (the “Shspowner”) with respect
tn the barges and towhaoals referred to 1n the First Preferred Fleet Mortgage dated the date hereof between
the Shipowner and the limited States of America represented by the Secretary of Commerce acting by and
through the Assistant Secretary of Commerce for Maritime Affairs (the “Secrelary”) we have acted as
speaal counsel to the Shipowner  Unless otherwise indicated, the terms herem shall have the meaming
assigned to them in Schedule X referred to in the Mortgage.

In this connection, we have exanuned originals or photostatic or certified copies of all such agreements
and other msiruents, certificales (the term “ceruificates” beng intended to include affidavits of
citizenship) of oflwwers of the Slupuwner and the Charterer and of all such other documents as we
have deemed relevant sl necessary as the hasis of our opimon heremnafter set jorth. In such examina-
tion we have assmued the genumeness of all signawures and the authenticity of all documents sub-
mitted to us as orynnals aml the confornuty with the onginals of all documents submitted to us as copies
As to any question of fact matenal to such opinion, we have, when relevant facts were not independently
establhished, relied upon certificates of officers of the Shipowner and the Charterer. Moreover, as to the
opimons eéxpressed m paragraph 6 insofar as they relate to the Interstate Commerce Commussion, we have
relied on the upimon of Messrs l.aRoe, Winn & Moerrman dated the dare hereof and addressed to us, a
copy of which is attached hereto, and upon which opittion we believe you and we are entitled to rely

Based upon the foregoing and subject to the legal consideration which we deem relevant, we are of
the opinion that:

1. The Stapowner has been duly mcorporated and is validly existing as a corporation in good
standing uinfer the laws of the State of Delaware with fnll power. authonty and legal night v uwu
tts projrert ey and assets el wocomdued (s siness as the same s presently bung eonducted ,

2 The Shipowner is a citizen of the United States within the meaming of Section 2 of the
Shipping .Act, 1910, as amencled, jor the purpuse of operating the Vessels in the trade in which they
are being operated ;

3 The Shipowner 1s the sule owner of the whole of the Vessels free and clear of any ¢laim, lien,
mortgage or nther encumbrance of any character, subject to (A) the Mortgage; (B) any rights of
the Lmite IS e o7 Ainena uneer the seatriiy Agreement, and (C) o such hens of the Jharacter
not prolbited Iy Section 204(a1 of TExhint | to the Security Agreement incorporated by reference
mto the Mortgage, as may now exist To the extent that this opinion relates to freedom and clearance
of clums hens murtgages o~ uther envumbrances of any characer on the Vessels, we have relied
soiely upun the certificates as to such matters, of the Shipbumikler, and the Shpowner datetd the
date hereof ;

1



4 lhe Mortgage has been duly and validly authorized, executed and delivered by the Shipowner
and constitutes in accordance with 1t terms a legal, valid and binding instrument enforceable against
the Shipowner, except as limited by bankruptcy, insolvency or other laws affecting enforcement of
creditors’ rights generally;

5 The Vessels have been duly documented 1n the name of the Shipowner under the laws of the
United States of America, and the Mortgage has been duly recorded m the .pproprate office of the
Unmited Srates Coast Guard, at Lowswville, Kentucky and Wilmington, Delaware (the only offices
in which such recurding 1s necessary), and when duly endorsed on each Vessel's document will
constitute a first "preferred morigage” under the Ship Mortgage Act. 1920, as amended, having
the effect amd with the prionty provided i amd Az No penudic re-recording or peniodic refiling
of the Morigage 15 necessary under existing law 1o contmue the hen of the Mortgage,

6. No authorization or approval (other than any already obtained from the Secretary of
Commerce or the Maritime Admimstration or the Interstate Commerce Commssion) is required from
any governmental or public regulatory body or authonty for the execution and delivery by the Ship-
owner of the Mortgage ; and

7. No taxes are payable 1n respect of the execution, delivery, recording and endorsement of the
Mortgage other than the filing fees payable in connection with the filing and recording of the Mortgage.

In addition, in rendering the foregoing opimon we have assunied insofar as the opimon concerns the

legality, validity and binding effect of any agreement or instrument, that such agreement or instrument
constitutes a legal, valid and binding obliganon of the other parties purportedly obligated thereunder With
respect to the opinions expressed pertamning to the enforceability of the Mortgage, no opinion 15 expressed
as to the availability of the remedy of specific performance as to such agreement, or as to the avalabihty
of equitable remedies as such for the enforcement of any provision of such agreement The opinion
expressed as to the enforceability of the Mortgage is subject to the qualification that certain remedies set
forth therem, which do not affect the validity of the Mortgage, and without which the Morigage contans
adequate provisions for the realization of the benefits and secunty prowvided thereby, may be unenforceable
As to factual matters, we have rehied completcly on cernificates of othcers of the Shipowner, copies of which
are being delivered to you concurrently with this opinion

Very truly vours,
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EXHIBIT 4
Secuwrity Agreement

FORM OF CONSENT OF SHIPBUILDER

Tais ConsEXT oF Smrsuinner dated as of July 31, 1980, w made by Jeffboat, Incorporaied, a
Delaware corporation ( the “Shipbwlder™) to (1) American Commercial Lines, Inc . a Delaware o poration
(the "Shipowner} and (1) the United Siates of Amenica (the “Umited States™), represented by the Secre-
tary of Commerce, acting by and through the Assistant Secretary of Commerce for Mantime Affairs (the
“Secretary”) pursuant to the provisions of Title XI of the Merchant Marime Act, 1436, as amended
The purpose of this Consent 15 to allow and acknowledge the assignnient of all ot the right, titie and
mnterest of the Shipowner mn and tu the Comstruction Contract deseribed m Schedule A hercte by the
Shipowner to the Secretary under a Security Agreement (the “Securnv Agreement”) to be exeunted
1n substantially the form of Appendix TLI to the Guarantee Commitment  The Security Agreement 15 bemg
entered into in consideratiun of the execution of the Guarantee Commniment and the Guaraniees to be
endorsed by the Secretary on certam Umited Staies Guvernment Guaranteed Shnp Fimancing Boneds—
1980 Issue to be exccuted by the Shipowner (the “Oblhigations™), as securny to the Secretary for pay-
ment of the principal of and interest on the Secretary’s Note A true wopy of Appendix L to the Cruar-
antee Comm:iment has been delivered to the Shipbuilder

Now, THEREFORE, in consideration of the premises and the mutual covenants herein contained,
and other good and valuable consideration, the receipt and adequacy of which are hereby acknowledged,
the Shipbuilder hereby consents and agrees as follows:

1. The Shipbuilder hereby acknowledges receipt of notice of, and lLiereby consents and agrees
to, the aforesaid Assignment by the Shipowner to the Secretary as collateral security and the
creation by the Shipowner in favor of the Secretary of a security interest :n (a) the Construction
Contract insofar as the same pertains and relates to the Vessels and (b) all nght, title and nterest
of the Shipowner in and to the Vessels and the subjection of all of the foregoing to the lien of the
Security Agreement

2. The Shipbuilder acknowledges, understands and agrees that-

(a) The Shipowner shall remain liable to pcrform its obhigations and duties under the
Construction Contract insofar as the same pertains or relates to the Vessels;

(b) The Secretary shall, by virtue of the Security Agreement, have no obligation or duty
under the Construction Contract insofar as the same pertains or relates to the Vessels, and
shall not be required to make any payment due and owing by the Shipowner under the Con-
struction Contract insofar as the same pertains or relates to the Vessels;

(c) The Shipbuilder hereby agrees to pay any monies becoming due to the Shipowner
under the Construction Contract insofar as the same pertauis ur relates to the Vessels promptly
to the Depository <o long as it shall not have receved written notice from the Secretary that
the Guarantees shall have terminated pursuant to Section 303(1) (23 or (4) of the Securiry
Agreement and that the Guarantee Commutment, the Secunity Agreement and the Mortgage
are no longer mn effect. upon receipt of such notice, the Shipbuilder herebv agrees to promptly
pay any such momies to the Shipowner, unless directed otherwise in writing bv the Secretary, and

(d) Except during any period after the Slupbuilder shall have received wntten notice
from the Secretary indicating the existence of a Default under the Security Agreement and
until the Secretary shall have notified the Shipbwlder in writing that such Default has been



cured or waived, the Shipowner shall be entitled to exercise all of i1ts rights under the Construction
Contract mnsofar as the same pertans or relates to the Vessels and in respect of the Vessels
and to recerve all the benefits thereunder, subject to paragraph 2(c) hereof, to the same extent
as if the Construction Contract msoiar as the same pertans or relates to the Vessels, and the
Vessels had not 1in any way been subjected to the hens and security interest created by the
Security Agreement

3 This Consent of Shiphuilder shall be consirued :ind eaforced i accordance with and governed
by federal Taw and 1ns far as applicable, the laws of the State of New York.

4 The Sluplnulder agrees tu dehver to the Shipowner and the Secrelary on the Clusimg Daie
{(as definer] in the Ciuarantee Comnutment ) with respect the Vessels a release, dated the Closing Date,
of all 1t~ clauns and lens agamst the Vessels and o certificale that (1) each Vessel is free and clear
of any aml all liens, ¢laims, securny intercsts, encumbrances and rights s rem in s favor (smd
vertificate to expressly waive any and all such liens, claims, security interests, encumbrances and
rights in remt} and, also free and clear of any and all bens. claims, secunty interests. encumbrances
and rights m rem of any kind i favor of any workmen, matenialmen, subcontractors or others 10 whom
1t 15 responsible, and (n) Umted Srates, state, county, citv and other taxes, assessments and cutes
lawiully assessed or levied, prior to or on the Closing ate aganst such Vessel or against the inaterials,
supplies, ur equipment furnisherd by the Shipbuilder i the performance of the Construction Contract
have heen parl, except amy such taxes, assessments and uties that are being contested 1n good faith
by it {and for winch it shall miake provision satisfactory to the Secretary of Commerce)

5 The Shipbuilder hereby confirms that all represenrations, warranties, indemmties and agree-
ments of the Shipbuilder under the Construction Contract with respect to the Vessels shall inure
to the benefit of the Secretary io the same extent as if the Secretary had unginally heen named the
owner uf the Vessels theremn

6 The Slupbuilder further represents and warrants that

(a) the Shipbuilder 1» a corporation duly organized and validly existing and in good
standing under the laws of the State of Delaware,

(b) the making and performance of the Construction Contract and this Consent of Ship-
builder have heen duly autherized by all necessary corporate action on the part of the Shapbutlder,
do not require any stockholder approval and do not contravene any statute. rule, governmental
regulation, decree or order binding on the Shipbwilder or contravene the Shipbwider’s certificate
of mcorporation or by-laws or any indenture, agreement or instrument to which the Supbwilder
i3 a party or by which 1t 15 bound,

(¢} the Construchon Contract constitutes as of the date hereof and at all times thereafter
to and including the date of this Consent of Shupbwilder, and presently constitutes a valid and
inding obligation of the Shipbwlder in accordance with its terms and this Consent of Ship-
hutlder 15 a valid and Imnding obligation of the Shipbwlder enforceable against the Shipbuilder
i accordance with its terms subject in each case to all laws and judicial deusions affecting
generally credirars’ righis and remedies. provided that. after the delivery and acceptance of the
Vessels only thuse provisions of the Construction Contract surviving the delivery and acceptane
remam binding on the Slipbwilder, and

tdy as nf the date hereof no liens of any nature exist upon the Vessels or material theremn
m favan of workmen, matenalmen or others claiming through or un-er the Shipbwmlder, other
than wehoare liens for taxes and wages not due and payahle

7 Forall purposes of tlns Consent of Shiphmlder, unless vtherwise expressly providerd or unless
the context vikerwise requires, the terms uzed herem wiinch are defined i 1he Secunily Agreement,

2



or by reference therein to other instruments, shall have the respective meanings stated in the Security
Agreement or such other instruments

8. Except as otherwise provided herein, any notice, document or other communication to the
Secretary hereunder shall be addressed to

The Secretary as: SECRETARY OF COMMERCE
c/o Assistant Secretary of
Commerce for Mantime Affairs
Mantime Admimstration

Depariment of Commerce
Washington, D.C 20230

In WiTNESs WHEREOF, the undersigned has caused this instrument to be duly executed on the day

and year first above written.

JEFFROAT, INCORPORATED

The undersigned hereby consents to the foregomg this 31st day of July, 1980

Aumerican CoMMERCIAL LinEs, INc.



Vessel Construction Contract
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#BUILDER'S cost shall be determined based upon
standard costing procedures utilized in accounting
for construction of vesasels in BUILDER'S shipyard.

BUILDER utilizes its internal cost figures 1n es-
tablishing its cost for steel

The purchase price for each Vessel skall be adjusted
ta reflect:

(1) The increass or dacrease therein resulting from
changes or additions pursuant ta Article V heraaf;

(2) The increase or decrease therein resulting from
changes in taxes pursuant to Article VI hereof

ARTICLE IV - TERMS OF PATMENT:

PURCHASER shall makes payment or cause payment to be
made to BUILDER for the Vessels, constructed pursuant to Article I
hareof, in installments as follows:

Upon delivery and acceptance, pursuant to Article X,

of eack Vessel free and clear of any lien, claim aor

other eccumbrance.

ARTICLE V - ALTERATIONS-

PURCHASER shall have the rght to make any alterations
in, deductions from, or additions to the DRAWING oa giving due notice
in writ:ng to BUILDER. I3 any such event, an equitable adjustiect of
the basic contract price shall be aegotiated after giving due ailowance
to both increases and decreases in the work originally conteriplated.

A staterment of the amount of any such adiustment of the bas:c contract
price shall be submutied to PURCHASED by 3UILDER and shall be an-
proved by PURCHASER :n writing Selore the caange 1s made

ARTICLE VI - TAXES:

BUILDER shall say a.l local, staze and [edemral *axes, work-
—en s corpensaticn, securiy and old-age beneiils, of any zaturs, and
anv otzar taxes, charges, agsessTents and conirisuiisos of any =ad
new or hereafler .mposec ugon cr with respec: o or measured Sv,

mater:ials and lapor utilized :n !Ze constructicn of tne Vessals seze ;mcer,



Contract No. 3178

CONTRACT

THIS AGREEMENT, (heresinafter called the CONTRACT),
made and entared into as of the st day of MARCH , 1978, by
and between AMERICAN COMMERCIAL LINES, INC., a2 Delawars
corporation, kereinaftes callad the PCRCHASER, and JEFFBOAT, IN-

CORPURATED, s Calaware corporaton, hereinafier called the BUILDER.
WITNESSETH:

That PURCHASER and BUILDER, each in consideration of
the agreements on the part of the othar herein contained, hareby con-
tract as [ollows:

ARTICLE I - WORK TO BE DONE:

BUILDER shali ia a good and worlkemanlixe muanner and at
its own coat and expanse [uranish all labor, supesvision, machinery, ma-
terials, equipment, sugpplies, plant and facilities required to design,
construct, launch and complete, ready f{or sarvice, towboats and barges
as detaiiad on Sxhikit A attacked, hereinafter referred to as the Ves-
sel(s).

ARTICLE T - PURCHASE QF THE VISSELIS)

PURCHASEIR, 12 consideration of the true and faitkixzl pers
formance of ‘tis agreement on the pazt of BUTLDER, agrees to surchase
the Vessels frerm BUILDER on the terms and conditicans set Jorth i thys
agreernes=t,

ARATICLE &% - CONTRACT PRICE

PURCHASIR szaall pay or cause o 9¢ jaia =3 ITTOER far

ize Vassels, zormnleted 1 ac:igrdamce aih the tarmis of this agre=e=ens,

ar amount egaae 2 YSULLSIX'S zoat Tar materals and laacr entarming

Sito gonstricTion 3f eaca Taessel pius BUILIDEE 3 manufacTurizg ausden

and generai and sammimogtTanive axTense dstermuinsd L= accosfance wnin

b=t

gezera.ny acsedad acesinng prindidies congistentlv azgpi.sc.,
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unti]l the Vesaels are delivered to PURCHASER in accordance with the
provisions of Articie X hareof.
ARTICLE VIII - PATENTS:

BUILDER shall pay all royalties for patented processes,
articles or devices embodied and used 1n any parts of the Vessels and
shall indemnify PURCHEASER against any claims, charges, costs or
expenses Incident thareto.

BUILDER warrants that none of the articles, devices, pro-
casses or anything used in or about the construction of the Vessels in-
fringe on patents or patent rights, and agreea to {ndemnify and save
harmless the PURCHASER from any suits, judgments, damages, costs
or claims whatscever for infringement of any patents or patent rights.
BUILDER agrezes that iz the event of such suit for patent infringereant
being brought againat PURCHASER upon written notice being given by
PURCHASER to BUILDER, BUILDER wiil defend such sult without cost
to PURCHASER,

ARTICLE L - INDEMNITY AGAINST CLAIMS:

BUILDER shall indemnily and save PURCHASER harmless
from any and all liability, expenses, costs, darnages and/or losses of
any wind srising aut of injuriea to or death of persons ar lasa or damagae
te property of any kmnd arising out of BUILDEZR'S performance of this
agreement, except where such mjury, death, loss or damage has re-
sulted from the negligence cf PURCHASER, 1is empioyees ar agents

BUILDER shall observe all applicable laws and regulat:ons
and shall 1ndemniiy and save PURCHASER harmless [rom any anc ail
liability, expenses, costs, darnages and/or losses of any w:nd resulting

from the failure of BUILDER s0 to 40 1 the periormance of this agreemexz:.

ARTICLE X - COMELETION ACCEZBTANCE AND DELIVERY

The Vessals shall be constructed bv ITILIDER at 1t3 Jaifer-
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or the wages, salaries, or other remunar-aticza paid %o persozs em-
ployed in connection with the performance of this CONTRACT, and
BUILDER shall indemnify and hold PURCHASER harmless {rom any
and all liability and expense by reason of BUILDER'S failure to sao pay
such taxes, charges, asssasments, and contributions.

Notwithatanding the foregoing, if, after the effective data
of this agreement, any federal, state ar local government shall increase
the rata of, or shall enact any tax, fee, duty, impost or imposition
which BUILDER is reguired to collect or pay, (whether due aad/or col-
lectible subsequent to performance and delivery hereunder), and which
haz the effact, either directly or indirectly, of :ncreasing its cost of
performance hersunder, BUILDER shall be entitled to charge PUR-
CHASER the amount of ary such increase or new tax, fee, duty, unpost
or imposition which is directly attributable to its gerformance hersunder,
except that no charge shall be made hersunder on accouat of, and BUILD~
ER shal]l be entirely responsible far the payment of, azy tax on the in-
come of BUILDER, zaay Ad Valogrem Tax {whether assessed upon the
Vesseals undar construction or upon other property) or any franchise or
similar tax.

Notwithstanding any of the foregowng, any sales o> use taxes
which may be immposed upen the sale ar use of the Vessels ta be furnished
hersunder, whether ar aot the law imposizg s'uch tax 15 acw ia efface,
shall he in addifion to the purchase price herein sgecified and shall he
saud by PURCHASZR. If any such tax i1s reguired to ke paid by BUILDES,
PURCHASIR skall reimmburse STILDER thereior upon areserntaticn 2
iavoice.

ARTICLE VI - PROPERTY Z0OSS SR SAMAGET:

BUILDER s8ail assume all risks of loas of and damage o

the Vessels and materials exter:zg 1=to the conatruction of the Vessels



-6-

I any defects in matarials or workmanship in the Vessels
under normal conditions of use and service, other than those defects
which are dus to normal wear and tear, or misuse, be discovered within
six {6} months after delivery of the Vessels to PURCHASER, such de-
focts shall be corrected, or the defective parts shall be replaced by
the BUILDER at BUILDER'S expense, at such place as the parties shall
mutually agres; provided, however, that in the instance of equipment
purchased by BUILDER from others and incorporated In the Vesaels,
the reasponsibility of the BUILDER for defects in such equipment shall
be iimited to the usual guarantee or warraaty extended by the manu-
facturer, or supplier, of such aquipment. The BUILDER, however, :n
no way assumes liability, nor shall be held accountable for consequential

'
damages of any nature.

The PURCHASER shall aotify the BUILDER 13 writing of any
defacts found in the Vessels during the warranty period, promptly after
discovery tkereol, and upon such astification, BUILDER shall have the
right, at its own expense, to make an investigation of the reported de-
fect before corrective work is undertaken.

ARTICLE XII - FORCE MAJEURE-

All agreements of the BUILDER concerning tirne and dates
of delivery undez the provisions of this CONTRACT shall be subject ta
"farce majeure, "' which term 13 hereby declared to include ail actions
whatsoever (excapt inclament weathar of the ordinary seascnable natare)
beyand the reasonable control of the BUILDER, among which, but not
exclusive of others, are the follownag: Acts of God; war celween tne
Unitad States and other fore:gn country; civi war; siot or wsurrection
in the Up:ted States; praparat:on [or war; sequirarnent, urgency, or ia-
tsrvention of civil, aaval, or mulitary author:ties or othsr agencies af

Goverament; arrests and restraints of rulers and people; slockades, em-
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sopville, Indlana yard and shall be cempleted and delivered :n accord-

ance with the following schedule:

As shown on Exhibit A a‘tached hereto ard mmade a
part hereolf.

PURCHASER shall be givea a reasonable cpportumty to
inapect the Vessels during construction and upon completion :n orderx
to determine the compliance of materials, workmanship, and details
of construction with the regquiremaents of the DRAWING. PURCHASER,
or his authorized represeantatave, shall make such izspections promptly,
and upen completion, the Vessels shall be promptly approved by the
PURCHASER, the Vessels shall be delivered by BUILDER $o PUR-
CHASER ard accepted by PURCHASER afloat :n the Chio R:iver adjacexst
4o Louisvilla, Kenatucky.

BUILDER, at its expense, shall furtush Cwaer a Master
Carpenter’s Certificate and a certxfied copy of the Admeasurement
Certificate for each Vessel, together with whatever other documents
may be required by law or by any regulatory agency of the United Statas
having jurisdict:oa in the premises, includiag all docurnents, mstruments,
and applicat:ons necessary for the Enrcollment and Licensing of the Ves-
sels at therr home port.

ARTICLE XI - WARRANTY:

BUILDER warrants that the Vessels to be copatructed under
this CONTRACT shall, at the time of delivery-

1. Conform to the regu:rements of the CONTRACT and
DRAWING,

2. 3e of good warkmmansh:p aad quality 1 accardance
with the best marime practice for werk of like nature,

3. Ba free of all deieczs. and
4, De free of any lieas, claims or engumbranges :zon

payment to BUILCER 1 accordance wmath Aruicles IIT
and IV hereof.
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bargoes; vandaligm; sabotage; epidemica; atrikes, lockouts, or other
industrial disturbances; aarthquakes, landslides, floods; burricanes
and cyclenic storms; damage by lighining, explosions, collisions,
strandings, fires; delays in delivery of materials which BUILDER by
reascnable precaution cannot avoid; government priorities; delays of
carriers by land, watar or air; and delays due io changes authorized
by the FURCHASER pursuant to Article V hereof.

ARTICLE XIII - WORK WEEK:

The contract price designated 1n Article III hereof aad the
delivery designated in Article X hereof contamplate the performance of
all work under this agreement utilizing a work week of five (5) days,
sixteen (16) hours each, holidays exceptad. Should PURCHASER cail
for any portion of the work to be accomplished utilizing a wark week 1n
excess of that deaignated here:n, PURCHASER shall reimburse BGILDER
for resulting additional costs with the amount thereaof to be detarmined
in accordance wath BUILDER'S regular accounting procedure.

ARTICLE XIV - DEFAULT:

If either party hereto shall be adjudicated a bankrupt or an
order appointing a receiver of 1t or of the major part of its property shall
be made, or an order shall be made approving a petition or answer seek-
ing its reorganization under the Federal Baskruptcy Act, as armended,
or should either party inst:tute or have inst:tuted against it, proceedings
m bankraptcy or apply for or consent to the appointment of a receiver
of itself or of its property, or shall make aa assigzment [or the benefit
of its craditors, or snall adra! in wrnting .is inability to pay it debrs
generally as they beacome due, for the purpose zf seeking a reorgan:zation
uncer tne Federal backrugtcy laws or otherwtise, ther 1n aay one or more
of stch events, the othes parsy to this agrsezent shall have the optzon

forthwira o termunate this agreeme=nt to all intents and {or ail pusposes,
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by giving written notice of ita intention so to do. Any termination of
this agreement made pursuant to the provisions of this paragraph shall
not realieve the party receiving such notice from any accrued gbligations
hereunder due and owing at the date of such terrmnation.

ARTICLE XV - EFFECT OF WAIVER:

No waiver by aither party hereto of any default by the other
in the strict and literal performance of or compliance with any provision,
condition, or requirement herein shall be deemed to be a waiver of
strict and literal performance of and compliance wath any other praovision,
condition, or reguirement hereia, nor to be a waiver of, or in any man-
ner ralease such other {rom, strict compliance with any provision, con-
dition, or requirement in the future.

ARTICLE XVI - ASSIGNMENT:

This ag-eement and the benefits of any payments made here-
under may be assigned by PURCHASER without the consent of BUILDER,
and title to the Vessels and matarials enterizg into the construction
thersof vested in PURCHASER may be transferred at any timie to any :n-
dividual, firm or corporation which it may designate, provided that
PURCHASER guarantees the parformance of all its obligations hkereunder
by such assigzee, and pruuded‘iurther that such assignment or transfar
ahgll act 1n any way viclate any law of the United States of Amer:ca o
any rule or regulaticn 1ssued or promulgatad by any departmer:, agezcy
or matrurneatal:ty of the United States Government. BUILDER agrees
to execute any documents required to effectuate any such assigament
ar transier and the documentation of the compieted Vessels, This agrse-
xent shall aot be assigmasle by BUILDER w:ithout the conasent of PUR-
CHASER.

ARTICLE XV - NCTICES:

Any zotice required or permattad ta be given to either party
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hereto by or under the provisions of this agreement shall be deerned
properly givesn whea mailed by certiflied mail, returr rece:pt requested,
postage thereon fully prepa:d, addresaed :n the case of PURCHASER to:
American Commercial L.nes, Inc., P. Q. Box 610, Jelffersonviilae,
Indiana 47130, and in the case of BUILDZR to: Jeffpoat, Incarporated,
P.O. Box 6.0, Jeffersonvilis, Ind:ana 47130. All such notices shall
be deemed to h:.ve been given when so mailed. For convenieace in
reference, this agreement is hereby identified as CONTRACT NOQ.

3178 All invoices, notices, Teports, or other comerunications
addregsed ta PURCHASER pertaming to this agreenzent shall be ident-
ified by this aumbez.

ARTICLE XV:II - SHIPPING ACT OF 1915

PURCHASER warrants that it :s a citizen of the Unitaé States
with:n the meaning of the Shippizg Act of 1918, as amended, (46 U. S.
Cade 8135}, and tha* 1t 1s qualified ta enter {nia this agreemient and ta
take title to the equipment to be consiructed hereunder and that the pro-
visions of sa:d Shipping Ac? of 1918, as amended, impas.ng resiriciions
upon transfers to persons not citizerns cf the United States sad any proc-
lamations, ordars or regulations thereurder, are :nappiicable

ARTICLE XIX - INTERPRETATIONS-

This CONTRACT shall be wsterpreted according o tne laws
of the State of Indiana.
IN WITNESS WEEREZCEF, the part:ies have executed :his CON-

TRACT as of tne day and year first apove wrilten.

PURCHASZR-
ATTEST: AMERICAN CSMMIRCIAL LINES, INC.
. LT L |

’

CER. : i
AS, INCCRPCRATID

r

-




ADDENDUM NO, 1
TC
CONTRACT NO. 3178

THIS ADDENDUM TO AGREEMENT made and entered into as of this 8th day of
July, 1980, by and between AMERICAN COMMERCIAL LINES, INC,, a Delaware
corporation, hereinafter called PURCHASER, and JEFFBOAT, INCORPORATED, a
Delaware corporation, hereinufrer called BUILDER,

WITINESSETH:

WHEREAS, PURCHASER and BUILDER entered into an AGREEMENT dated March 1,
1978 relating to the construction and purchase of certain towboats and barges as detailed
on Exhibit A attached to Contract No. 3178, ond

WHEREAS, PURCHASER and BUILDER now desire to substitute a new Exhibit A=1
to replace the original Exhibit A aitached to Contract No. 3178;

NOW, THEREFORE, the parties hereto, each in consideration of the agreement on
the part of the other herein confained, agree as follows:

{1) Upon execution of this ADDENDUM, Exhibit A attached to Contract No. 3178
shall be deleted In its entirety and a new Exhibit A-1 attached hereto shall be substituted
in place of the original Exhibit A to Contract No. 3178,

(2) In all other respects Contract No. 3178 shall remain unchanged and effective
according o its terms.

IN WITNESS WHEREOF, the parties have executed this ADDENDUM as of the day

and yeor first above written.

PURCHASER
AMERICAN COMMERCIAL LINES, INC.
ATTEST:
L v LY o Y
Dfstet e /.
Al N BUI LDER:

JEFFBOAT, INCORPORATED

ATTEST: B lé Mbd "'




EXHIBIT A-1 TO CONTRACT NO. 3178

Basic Unit Basic Total
Date of Contract Contract
Designation of Vessel Qty. Delivery Price Price
_ Chem 110-114 5 4-78 $ 329,825 $ 1,649,125
195" x 35' x 12'6" Tank Barge
Chem 115-119 5 5-78 313,000 1,565,000
195' x 35' x 12'6" Tank Barge
Chem 120-126 7 9-78 308,000 2,156,000
195' x 35' x 12'6" Tank Barge
Chem 127-133 7 11-78 311,000 2,177,000
195" x 35' x 12'4" Tank Barge
Total Barges 7,547,125
4200 H.P. Towboat M/V Thruston Morton 1 7-78 2,350,253 2,350,253
4200 H.P. Towboat M/V Bob Koch 1 10-78 2,268,263 " 2,268,263
Total Boats 2 4,618,516
Total Boats & Barges 12, 165,641
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*BUILDER'S cost shall be datermined based upon
standard costipg procedures utilized in accouatirg
for corstruction of vessels in BUILDER'S shapyard.
BUILDER utilizes its interzal cost figures in es-
tablishing its cost for steel.

The purchase price for each Vessel siaall ba adjusted
ta reflect:

(1) The increase aor decrease thereia zesulting from
changes or additions pursuant ta Article V hareof;

{2} The increase or decrease ‘herein resuling from
changes In taxes pursuant to Article VI hersof

ARTICLE IV - TERMS OF PAYMENT:

PURCHASER skall make payment or cause paymmen: o be
made to BUILDER for the Vessels, corstructed pursuant o Article I
berecf, in installmments as follows:

Upon delivery aad acceptance, pursuant to Article X,

of sach Vessal Iree and clear &f azy liez, clazm or

othar excumbrance.

ARTICLE V - ALTERATIONS:

PURCHASER shall kave the right to make any aiterations
in, deductions from, or additions to the DRAWING on giving dus natice
In writiag to BGILDER. In any such event, an equitable adjoat=vent of
the basic contract price skall be segotiataé aflar giving due allowance
t0 both 1Ingreases and dagreases i the work or:ginally conta=mplatad.

A statemnent of the a=moust of any such adjusiment of e basic contract
price sktall He subruitled fo PURCIIASZIR by BUILDZER aad scall ce ap-
aroved by PURCHASER 2 writing tefore Lo ciange is made.

ARTICLE VT - TAXES:

BULLILER shall pay al! local, staze and federai faxes, work-
=exn's cemmpemsanct, security anc cld-age temefils, o any zaszre, and
anmv cthar ‘axes, charges, assessroenis ane contouiicas of azmy ==d
2cw T Sereaitsr mzcsed pez. o wmith respecT o or Tleasured Jv,

matartals a=d lasor miizec 1n tme ZcmstTucTmen of the Vessels twrsumder,



Contract No. 3378

CONTRACT

THIS AGREEMENT, (hereinafter called tha CONTRACT),
made and entsred into as of the __3rd day of __ MARCH , 1973, by
and between AMZRICAN COMMERCIAL LINES, INC., a Celaware
corporation, hereinafter called the PURCHASER, and JEFT30AT, IN-

CORFOQRATED, a Delaware corporation, hereirafter called the BUILDER,
WITNESSETH:

That PURCHASZIR and BUILDER, each iz coasideration of
the agreements an the part of the other hersin contamned, hereby con-
tract as follows:

ARTICLE [ - WORX TO BE JONE:

BUILDER shall :n a good and workmanlike manne- and at
its ow=z cost and expeanse furnish all labor, supervision, mackinery, ma-
terizls, egquipment, supplies, plant and facilities required to design,
consiruct, launch and complate, ready for service, Sowboats and barges
as detailed on Exhkibit A attached, hereinaftar sefarred *o as the Ves-
sei(s}.

ARTICLE I - PURCHASE QOF THE VESSELIS):

PURCEASER, := consiceration of tha true and faithful pes--
formance of this agreement on the cart of BUILLER, agrees *c purclase
tie Vassels from BUILDER on the *armmsg and condihons set fortk 1 chas
agreexuext,

ARTICLE TIf - SONTRACT FRAC=E

PURTEASER shall sav or zazse '3 2e pa:id t3 2UTLOER Iz
the V23sals, zomoietsq in acesrzance wita the tesrms of tnis agTesmment

&= amcumt egual to Y3TLOER S

-1

(4]

2> =atarials ang .acer Qﬂfﬂ===g

Sto constTichicn 3 eash Vessel glas 3UILZER § manmfactuming Juxrden

and general and azministrative sxTenge istgrminsc . aczardance wth

sneTi..y acce2ted acaguniing princ.cles soasiszently aooi.ed.
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or the wages, salariss, or otkear remunerations pald to persons em-
ployed in connection with the performance of this CONTRAGT, and
BUILDER shall indemnify and hold PURCHASER harmless from any
and all llakility and expense by Teason of BUILDER'S failure to so pay
such taxes, charges, assessments, and contributions.

Notwithstanding the foregoing, i, after tha effective date
of this agreement, any federal, stats or local government shall increase
the rate of, or shall enact any tax, fee, duty, impast or impesition
which BUILDER is required to collect or pay, (whether due and/or col-
lectible subsequent to performance and delivery hareunder), and which
has the effact, either direcily or indirectly, of increasing its cost of
performance hareunder, BUILDER shall be entitlad to charge PUR-
CHASER the amount of any such incresase or new ‘ax, fee, duty, tmpost
or imposition which is directly attributabie to its performance kereunder,
except that no charge shall he made hereunder gn accoumt of, and BUILD-
ER shall be entirely responsible for the payment of, any tax on the in-
come of BUILDER, any Ad Valorem Tax (whether assessed upon the
Vessela under construction or upon other property) or any franchise or
sim:lar tax,

Notwithgtanding any of ke foregoing, any sales o use taxes
which may be impasad upon the sals or use cf the Vessels to be furnished
Yereurder, whather or not tke law ictposicg suck tax is aow in effact,
shall be 11 addition o the purchase price hereiz specified and snall be
paid by PTRCHASER. If any such tax is requirsd o be pa:d by BUILDER,
PURACEASER shall reizicurse EUILOER therefor upen preseztailon of
invoics.

ARTICLE VI - PROPERTY =CSS SR DAMAGE:

3TILIER saall assums all misks of lass 3f and damnage ta

the Vassals anc matarials antaring mto *ne constTiciion of “he Vessels



e
untl] the Vasgels are délivared to PURCHASER i accordancs with the
provisions of Articla X hereof,

ARTICLE VIO - PATEINTS:

BUILDER “shall pay all royaltias for patented processes,
articles or devices embadiad and used in any parts of the Vessels and
ahall indem=ify PURCHEASER against any claims, charges, costs oz
expenses Incideat thereta.

BUILDER warraats that none of the articles, devices, pro-
cesses or anything used in or about the construction of the Vessels in-
fringe on patents or patant rights, and agrees tg indezmify and save
harmless the PURCHASER from aay suits, judgments, dartages, costs
or clalms whatsgever for iafrisgement of any patents ar salent mighss.
BUILDER agrees that iz the event of such suil for patent iniringement
being brouvght agairst PURCHASER upen written notice heizg givez by
PURCHASER to BULLDER, BUILDER will defend stch amt 7rithoct cast
ta PCRCHASER,

ARTICLE IX - INDEMNITY AGAINST CLAIMS:

BUILDER shall indemmly and save PUR.CHASIR harssless
from aay and ail Lzability, expezses, cosis, darnages and/sr losses of
any kind ar:sing out of injuries to or death of persons or loss or daage
ta property of any kind arising cut of BUTILDER'S performance =f th:s
agreement, excapt where szcl imjury, dealz, loss or dammage hag re-
sulled fram the zegligence of PTACHASER, its expioy=es or agez:s.

3TULDER saall cose-ve ao appi:canle laws and regulanicns
and skall :xdemmm:fy a=d save FUACHEASIR Zarmsless Ircr aow and all
liabtity, expenses, costa, Zfamages azd/or .csses of ary <ad reswn=g

fror= the failase of BULCIR s0 33 29 1= e

arissmmanzs 32 i=:is ag-ee—an:.

ARTICLE X - COMPLITION ACCEFTANCE AND SELTERY

—

- w—

The Vagsels shall Je cozgtsuciec =y 3TUTLIER at iis Jaflsc-
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senville, Indiana yard and shall be completad and delivared iz accard-
ance with the {following schedula:

As shown on Exkibit A at*ached hereto and made a
part hereof,

PURCHASER shall be given a reasonable oprmortunity to
inspect the Vessals during conatruction and upon completion in order
to determice the compliance of matarials, worlomanship, and details
of construction with the requirements of the DRAWING. PURCEASER,
or his authorized represeatative, shall make such inspections promptly,
and upon completion, the Vassels shall be promptly approved by the
PURCHASER, the Vessels shall be delivered by BUILDER to PTR-
CHASER a=d acceapted by PURCHASZR afloat i1z the Okio River adjacent
to Louisville, Keztucky.

BUILDER, atiis experae, shall furmish Owmer a Mastar
Carpentar's Cartificats and a certifiad copy of the Admeasurement
Certificate for each Vessel, tsgether with whatever other docuztents
may be required by law or by aay regulatory agezcy of the Umited Stales
havicg jurisdicticon in the prexmises, including all documents, instruments,
and applications mecessary for e Earoilmeat acd Licensing of the Ves-
sels at their hormea port.

ARTICLE XI - WARRANTY:

BUILLCER warrants that the Vessels tc be constructied under
thig CONTRACT saall, at iha time of delivery:

1. Conform 3 the recuirarments of the CONTRACT ans
CRAWING,

2. 3e of good wericmanship and jumality 2 aczordance
with tbe best marize prachca loz werk of Lka namuise,

ad
M

Bq free of il dezacts, aza

4. Ba free of azy liens, clazms or encu=mbrances Ifca
Dayr=ent 10 IVILDIR == accardance =z Arnclas X
and IV zersol.
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I any defects |n matesials ar work=anskis in the Vessals
under normal conditions of use and service, othar thaa those defects
which are due to norrnal wear ard tsar, or misuse, be discoverad withix
six {6) months afier delivery of tha Vessals %o PURCHASZIR, suck de-
fects shall be corrected, or the defective parts shall he replaced by
the BUILDER at BUILDER'S expense, at such place as the pastles skall
mutually agree; provided, however, that {n the ingtance of eguipment
purchased by BUILDER Irom others and {ncorporated in tte Vessels,
the responasibility of the BUILDZR for defects in such equipmeat sha’l
be limited to the usual guaraatee or warraaty exterdsd by the maru-
factcrar, or supplier, of such equizment. The BUILDER, keweves, @
10 way assurmaes liability, nor shall be held aczouztakle for comsegqueziial
damages of any zature. .

The PURCHASER shall notify the BULEER 1= writing of any
defects found in the Vessels during the warrazty penod, prompily after
discovery thereo!, and upon suck motification, BUILLDER sha'l have-the
right, at ita own expeass, to rmmake an investigation of the regorted ce-
fact befars corrective work is undertaken.

ARTICLE XJI - FCRCE MATZURE:

All agrsements of the BUTLIER coucernizg time and dales
of delivery uzder ke provisions of this COCNTRACT skall be subject to
MMorca majeuse, "' which term 13 herehy declared iz include all acticans
whatsgever (except 1acler—ant weathar of ze ordiza-y seascaable zamire)

bayond the reasonable control =f the BUILDER, amseg whick, bus =ct

axclua:ve cf stzers, aze ixa Isliawing: Acts of Cod: war zerweex <he

Tmitad States a=c cchar loreig= csumtzy; vl wars; Tiat or =surrecTisa

thy Unstec States; sreparation Ior was) rsguirermans, usgancy, o -
tarvanmon of c:mil, aaval, or miltary authorilies or dthes agemciss i

Govermmezt; as7ests a=d resiainzy of milars and tesgple; bicckages; 2
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bargoes; vandailsm; sabotage; epidemnics; strkes, lockouts, or other
industrial disturbazces; earthqrakas, landslides, floods; hurricazes
and cyclonic sterms; damage by ligktning, explosions, collisions,
strandings, fires; delays in delivery of materials which 3TUILDER by
reaacnable precaction canxmot avoid; governrment priorities; delays of
carriers by land, water or air; and delays due o charnges authorized
by the PURCHASER pursuart to Article V haraaf.

ARTICLE XUI - WORK WEEX:

The contract price dasigzated in Article IT hereof and the
dalivary designated in Articla X hereof contasglate the pe-formance of
all work under th:s agreement urilizing a work waek of five (5) days,
six*=en (18) hours eack, holidays excepted. Shouid PURCHASER call
for any portion of the work to be accomplished utlizing a wozk week =
excess of that des:gnated harein, PURCHASIR skall reunburse 3UILDER
for resultiag additional costs with the arsount thereof to be detarmined
in accordance witk BUILDER'S regular accouxting procedure.

ARTICLE XTIV - DEFAULT:

I} either party hereto shall be adjudizated a bazk-unt or an
arder appointing a receiver of 1t or of ke major past aof its property shail
be =ade, or aa order szall be :ace appreving a peTiicz or answer seex-
ing its reorganization under the Federal Bazkruptcy Act, as armended,
ar should either party mstituts or bave instihztad agammst if, pToceadings
iz bamkruptsy oF apply for or consent to the agpomnt—e=n: of 4 Teceiver
of 1self or of its graperty, or skall maks az assigmrment Icr tha Sezelit
cf :23 creditars, or skall adpnil = wrimzmg is mmabil.oy 0 pay :ts debcs
Fenerally as ey secorzae cue, for e fuTmcse of Jeexing i Tegrzamizanica
=nder e Taderal Jas=kIuPisy laWe Ir JtTervise, Zan = i=F cne QT =ore
of sucn events, the gthers pasty to hig agreemien: snall zave e spnm

JopTmwrits io terTminacs Tnis agTesmment 3y 2l =tanis aze o7 all fuszoses,
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by giving writlen zotice of its inteztion 10 to do. Any tercination of
this agreement made pursuant to the provisions of this paragraph shzll
not relieve the party receiving such actice frorm any accrued obligations
bereunder due and owizng at the dats of such terrzmination.

ARTICLE XV - EFTECT OF WAIVER:

No waiver by either party hereto of any defacl: by the athar
in tha strict and literal performance of or compliance with axy provisien,
condition, or requirement herein shall be deemad to be 2 waiver of
strict and literal perfarmance of and compliance with any cther provision,
condition, or requirement hereiz, nor to be a waiver of, or iz az=y ma=n-
zer release such othar from, strict compliazce with a=y provisien, c2a-
dition, or requirement iz the Iuture.

ARTICLE XVI - ASSIGNMENT:

This agreemezt and tha benafits of azy paymmants made here-
under may ba asaigned by PCRCEASER withour tke conse=nt of BUILDER,
and title to the Vessels and materials eaterizg into the comgizuciioz
thereof vasted in PURCHASER may he transferred at any Hrme %0 azy ia-
dividual, Lirm or corporaticn which it rmay desigaate, gravided that
PURCHEASIR guarantaes the perior=mance of all :ts obliationg hareuzders
by such agsigzmes, and provided furthar that such assigzrmezt ar ransfer
shall not in azy way viciate any law of the Urmited Sta‘es of A=er:zca =7
any .r';'.e or regilaticn issuad or promulgated by any depas==tent, age=cvr
or instrameatality of the United Statas Coverzmeni. R2TILDZR agrees
o exscute anv documents required to efflgctiate asy sucz assiguren:
2T tTa=sfer and the Zccume=ntatioz of the cormpieted Vessels., This agree s
mens s2alil 30T Se asgigmanie 2v IUILDES wishout ke conse=t of FTA-
CEASER,

ARTICLE 7= - NCTICIS-

ADV Zofice TRCUISEC OF persmilisc 2 Je given i aiiler jarTy
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aereto by or under the provisions of this agreement saall be deemed
properly given whaa mailed by certifiad ma:l, return -eceipt requested,
postage thereon fully prepaid, addressed :n the case of PURCHASER fa:
Amersican Cammarcial Lines, 'ne., P Q. Box 810, Jelfersonv:lls,
ndiana 47130, and in the case of BUILDER to: Jeffboal, Incorpeorated,
P.0. Box 5§10, Jeffarsonvilie, Izdiana 47130, All suck notices szall
be deerned to Bave been given whez so maled. Tor conveaniasces 1n
reflsrence, this agreament is hareby identified as CONTRACT NO,

33178 All involces, notices, regorts, or ather cormunications
addressed to PURCHASER pertamning to this agreement shall be :deat-
Uied by this pumber.

ARTICLE XV - SHIPPIG ACT OF 1916:

DPURCHASIZIR warraats that it is a citize= of the Usnited Stales
within the meazning of the Shipping Act of 1916, as amended, (46 U £.
Code 833), and that it ls qualified ro extar into tiis agreernent and o
take title to the equiprment {0 Qe conairucted heraunder and t23% the pro-
visions of said Stippimg Accof 1916, as amendecg, impasing restmictions
vpaon tracsiers to persons not citizans of the Unmited Statea and aay proc-
lamations, ordars or regulations :hereunder, are imapplicable.

ARTICLE XX - INTERPRITATICNS

Tais CONTRACT snall be =nterprezed according o the laws
cf the Stats of Indiana.
N WITNZSS WHEIRITT, tze zarties have exscates this CON-

TRACT as of the day and year fi-st azcve written.

PURACHASES
ATTEIT. AMEIRICAN SCMMEIRCIAL _INTS, oic.
. . ——— R /’ _—-} ; 4 ’-f !
. : : - 7. 1
AVILDER: ” -

JETTRCAT, INCCAZCRATES

] s -




- EXHIBIT C.l.c.

ADDENDUM_

THIS ADDENOUM TQ AGREEMENT made and entered into as of this _30ch_
day of Januery, 1979, by ond between AMERICAN COMMERCIAL LINES, INC,,
a Delawars corporation, herainafter called PURCHASER, and JEFFBCAT,
INCCRPCRATED, a Calaware corporation, hereinafter called SUILDER,

WITMNESSETH:

WHEREAS, PURCHASER end SUILDER entered into an AGREEMENT dered
March 3, [978 relating to the comtruction and purchess of ceriain towbocts end
barges c3 detatlad on Exhibit A ettached to Contreetr Ne. 3378, and

WHEREAS, PURCHASZR and BUILDER now detire to jubstitute o new Sxhibit
A to replace Hhe original Sxhibit A cthachad to Contract Na, 3375;

NOW, THEREFORE, the parties hereto, each in cansiderarion of the agree~
ment on the part of the other harein contcined, agree as follows:

(1) Upen exscuifcn cf this ADDENDUM, Exhibit A criached to Contracr
MNa. 3378 shall ba deleted i I's entiraty and @ new Exhibit A cttached herera
shall be substituted in place of the ariginal Exhibit A to Cantracr No. 3378.

(2) In all other respacts Confract No, 3379 shall remain unebengad and
aifecrive ecconding to iy rerms.

IN WITNESS WHEREQF, the parties hove executed this ACDENDUM as of the

day end year first abave writran.

PURCHASER:
AMERICAN COMMERCIAL LINES, INC.
ATTEST ~7Y -,
- By: ’/'Ir . i om— -
s s S
_BUILDER:

JEFFAOAT, INCCRPCRATED

,TT".'E'.'.T: ay- ?{/M ") g'_ff-é_._z__




Designation Of Vessel

195' x 35" x [3' Covered Hopper Scrge

195' x 35" x 13' Open Hepper Barge

5,600 H.P. Towboct
(180" x 52" x II')

195' x 35' x [2' Tank Barge

Note |/ - Estimated cs of March |, 1978

Controct No. 337

EXHIBIT A
Dote Of  Basic Unit Basic Total
Quantity  Delivery Contract [/  Contract I/
72 1979 202,000 14,544,000
38 i979 175,000 6,650,000
2 1979 2,700,000 5,400,C00
S 1979 350,000 1,750,000
28,344,000



Contract Nea.

EXHIBIT A

Data Of Basic Unijt Basic Total

Designaticn of Vessel Quantity Delivery Contract |/ ontract 1/
195* x 35" x |2' Covered Hopper Barge 35 1979 209,000 7,313,000
200" x 35" x 12' Open Hopper Barge 30 1979 193,000 5,790,000
200" x 35' x I13' Open Hopper Barge 10 (979 190,000 1,900,000
245" x 35" x [3' Open Hopper 3arge 10 1979 242,000 2,420,000
5,400 H.P, Towboat 2 1979 2,750,000 5,500,000
(180* x 52' x I1*)
22,925,000

Note |/ - Estimated as of January |, 1979



ADDENDUM NO, 2
TO
CONTRACT NO. 3378

THIS ADDENDUM TO AGREEMENT made and enter
July, 1980, by and between AMERICAN CCMMERCIAL LINES, INC., o Deloware
corporation, hereinafter called PURCHASER, ond JEFFBOAT, INCORPORATED, o
Delcware corporation, hereinafter called BUILDER,

WITNESSETH:

WHEREAS, PURCHASER and BUILDER entered into an AGREEMENT dated March 3,
1978 relating to the construction and purchase of certain towboats and barges as detailed
on Exhibit A attached to Contract No. 3378, and

WHEREAS, PURCHASER and BUILDER entered into an ADDENDUM thereto, dated
January 30, 1979 wherein o new Exhibir A was substituted in place of the original Exhibit A
to Contract No, 3378, and

WHEREAS, PURCHASER and BUILDER now desire to substitute a new Exhibit A-l
to replace the present Exhibit A attached to Contract No. 3378;

NOW, THEREFORE, the parties hereto, each in consideration of the agreement on
the part of the other herein contained, ogree as follows:

(1} Upon execution of this ADDENDUM NO. 2, Exhibit A attached to Contract
No. 3378 by force of the above referenced ADDENDUM of January 30, 1979 shall be
deleted in its entirety and a new Exhibit A-1 attached hereto shall be substituted in place
of the present Exhibit A to Contract No. 3378.

(2) In all other respects Contract No. 3378 shall remacin unchanged and effective
according fo its terms.

IN WITNESS WHEREOF, the parties have executed this ADDENDUM NO, 2 os of

the doy and year first above written.

'-'l ]
'

o PURCHASER:
ATTEST: AMER|ICAN COMMERCIAL LINES,
u‘j‘c,/f,, J'?/ L %f* Qx
r ]/, -
BUILDER:
ATTEST: JEFFBOAT, INCORPOHATED

THoteed s Alrias e Hebahi)



EXHIBIT A-1 TO CONTRACT NO. 3378

Basic Unit Basic Total
Date of Contract Contract
Designation of Vessel Qty. Delivery Price Price
ACBL 3200-3214 15 6-79 $ 212,000  $ 3,180,000
195' x 35" x 12' Rake Covered Barges
ACBL 110-124 15 6-79 173,000 2,595,000
200" x 35' x 12' Box Open Hopper Barges
ACBL 3215-3224 10 7-79 212,000 2,120,000
195' x 35' x 12" Rake Covered Barges
ACBL 3225-3234 10 8-79 210,000 2,100,000
195' x 35' x 12' Rake Covered Barges
ACBL 1870-1884 15 8-79 178,000 2,670,000
200 x 35' x 13' Box Open Hopper Barges
ACBL 1850-1859 10 1-80 183,000 1,830, 000
200 x 35' x 13' Box Open Hopper Barges
TOTAL BARGES $ 14,495,000
5600 H,P. Towboat M/V Bill Cameal 1 8-79 2,637,606 2,637,606
5600 H.P. Towboat M/V Robert Greene 1 4-80 2,979,503 2,979,503
TOTAL BOATS 2 5,617,109

TOTAL BOATS AND BARGES

20,112,109



Form of
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EXHIBIT 5
to
Security Agreement

BAREBOAT CHARTER

Tuls Cirarirg, 15 marle the 31st day of Tuly, 19980, hetween Asrrress CoMMi gL LINES, [~
a Delaware corporation (the "Siupowner™), and ConrvercraL Barce Linc Company, a Delaware cor-
poration (the “Charterer”)

WITNESSETH

W EREAS, the Slupowne- 1= the owner of 'he Umited States flag Vessels histed in Schedule A hereto
{the “Vesseis”) subject to a First Prefe;rerd Fieet Marigage dated the date hereof (the “Mortgage”) in
favor of the United Siates oi .Amenica. represented by the Secretary of Commerce acting by and throngh
the Assistant Secretary of Commerce for Marntime Affairs (the “Secretary”) ; and

WiiEREAS, the Charterer desires to hire and the Shipowner agrees to let the Vessels to the Charterer
in accordance with the termis of this Agreement,

Now THEREFORE, the parties hereto agree as follows

Section 1 The Charter Period

The Stupowner hereby 1e1s and denuses and 1the Charterer hereby hires, the Vessels commencimg on
the date hereof and cununung for such ume as t'ie Mortgage o the United States of America on the
Vessels 1s outstanding upon the te-ms amd conditsuns set forth in tlus Charter (the “Charter Period”)

Section 2 Delivery, Redelivery

The Charterer accepts delivery of the Vessels at the port or ports where the Vessels are located on the
date hereof. 1he Charierer agrees to redeliver the Vessels to the Shipowner at the termmation of the
Charter Period at such port or purts 'n the continental L mred States of America as the Shipowner shall
designate to the Charterer in writing 30 days prior to the date of such redelivery,

Section 3 Charter Hsre

(a) The Charterer agrees to pay the Shipowner senuanuually commenung on January 15, 1981,
and on cach July 13 and January 1% thereaiter, Charter Thre in an amount equal e the greater of
(i) the Shipowner’s tozal rlelt service or (11 the shipuwner's total «hirect cost  (All such amounts
are herein called “Basic Hire” } For this purpose “iotal debt service” and *“‘total direct cost” are
as follows*

(1) “Total debt service™ 14 he 1o, uf all prinuipal, interest, Indenlure Trustee fees and
Title XI Guarantee I"ces which became «due for payment during the sermannual period on the
Shipowner's United States Govermuen: Guaranteed Ship Financing Bunds—19R0 1ssue (the
"“Obligationa")

(2) “Total direct cost” are all costs and cxpenses except state and federal income taxes
which appear on the Shipowner's statement oi earnings for the semmannual period, prepared
1 accordance with gererally accepted accuunt.ang prinaiples and wluch are directly identifiable to
the “Obligations” and ownership of the Vessels

(b} The Charterer's obhigati v1 13 make pavments 9f Basic Hire hereunder shall be absolute anrl
unconditinnal and under any and all cireumstantes amd no paviment of such amount shall be subject
to any right of set-off, counterdann, recotipmen’, e ense, aba.crient, su~pension, dejerment or redu-

1



tion, for any reasun whawsoever, and the Charterer shall have no ngh: to ternunate this Charter
(except as expressly provided herein’} or 1o be released, relieved or discharged from any obligation or
halnliy to pay Basic Iire for any reasm whatseever, Tach payment of Basic Hire hereunder ahall
be final and the Charterer agrees not to seck to recover all or any part of Basic Hire from the Ship-
owner, the Secreiary, the Indenture Trustee the holders of the aforementioned Bonds or any other
person ior anv reason wha'soever The Charterer hereby waives to the extent permutted by applicable
law any and all right windh 1t may now have or which at any time hereafter 1t may have conierred
upon it, by statute or vtherwise to terminate cancel quit, or surrender this Charter except in accord-
ance with the expressed terins hercof Even though the Charterer shall be deprived of or limited in the
use of Lthe Vessels, ur any of them. in any respect or for any length of time whether or not by reason
of some act, omission nr Lreach on the part of the Shipowner or a third party, whether or not resulting
from acaident and whether ur not without fault on the par: of the Charterer, the Charterer will continue
to make ail payments of Basw. [{ire withoui interruption or abatements so long as this Charter shall
not have been termnared m acenrdance with 1ts terms. Comphance with this section by the Charterer
shall not waive or release any tlmm, ngh: or remedy of the Charterer agamst the Shipowner or any
other person and the enforcement thereof by means available to the Charterer and not inconsistent
with the provisions uf this Charter.

Section 4 Use and Operation

{a) The Charterer shall have the 1ull use ni the Vessels and may employ the Vessels in any trade
throughout the Umted Siates of Amerwa, excep: that the Vessels shall not be operated in any manner
contrary to apphcable law

{b) 1he Chariercr zlail have exulusve puscess.on and conirol of the Vessels and shall man.
victual, navigare and operate each of the Vessels at 1ts own expense or by its own procurement through-
out the Charier Period The maye-, officers and crew, if any, of the Vessels shall be engaged and
employed by the Clarterer anl shall remain the Charerer’s servants, navigatung and working the
Vessels on behalf of and at the nisk of the Charterer

(¢) The Charterer shali al st~ own expense provide such additional equipment, outfit, tools,
applhiances. spare and] repuacement patts and conswunable and nonconsumable stores as may be required
for the operation of each of the Vessels Such addional equipment and stores shall remain the
property of the Charterer

Section 5. Mantenance; Changes

ta} ‘The Charierer she 1 heep eadh of the V essels in the gond order and condition required to be
mamamed pursuant (o Section 21H(h) of the Secunty Agrecmient ated the date hereof (the
“Security JAgreement”} between the Smipowner ami ihe Secreiary

(b) The Charterer agree~ ihat wihour he prior writien consent of the Shipowner and the
Secretary 1. will nou take any achion m respecr of am Vessel prolubited by Section 204(1) of the
Security :\greement.

Sectton 8§  Doctomnentation, Liens

(a) Throughout the Charter I'emwnl he Crairerer shall maintain the documentation of the
Vesvel in the Shipowner « namre under ol'e laws and Hag of the Uniied States of Amenca, shall main-
tun the 1en of the Marzage and sial” prosnre ard ma.niam in fuil force and effect all permuts and
liwen~es as may be rapired Iy app naole tederal < e or local laws or repulations by reason of the
nature or locaiion ot 1he Charterer’s use of the Veaeis The Shipowner agrees to cooperate with the
Charterer 1n maniaiming the 1oregoing

(! Neurle, e Chanteic, o~ agenss mdster= ~ervants shore personnel nor any party whatso-
ever shall have any righi, power or ahionty 16 crete, uwur or pernit to be imposed upon any of the

2



Vessels any liens whatsoever The Charterer herehy agrees to notify any and all persons furmishing
any items chargeable to the account of the Charterer which are deemed necessaries to the Vessels
In addition, the Charterer hereby agrees to carry on each of ihe Vessels the Notice of Mortgage
referred to 1n the Secunty Agreement

Section 7 Insurance

The Charterer agrees to maintain such insurance as requested by the Shipowner on the Vessels at its
own cost.

Section 8 Reguisttion of Title, Sessure or Forfeiture; Total Loss

In the event of a requsition of title to a Vessel, seizure of a Vessel or forferture of a Vessel or the
happening of any of the circumstances referred to in Section 207(c)(3) oi the Secunity Agreement
resulting in an actual, constructive, agreed or compromised total loss of a Vessel, the Charterer agrees
as follows:

(i} To give prompt written notice thereof to the Shipowner and the Secretary; and

(ii) To promptly pay all amounts it receives by reason of such requisition or total loss to the
Secretary to the extent required by the Secunty Agreement (subject to the consent or approval of the
Secretary and/or the Marmtime Admimsiration 1f and to the extent they have jurisdiction) to be
applied by the Secretary in accordance with the provisions of Section 2.09(3) of Exhibit 1 to the

Security Agreement.
Section 9 Default; Remedses

If at any time during the Charter Period the Charterer shall fail to perform any of its duties or obliga-
tions hereunder or shall violate any of the provisions of tus Charter, the Shipowner may, without prejudice
to any other legal rights or remedies which it may have under this Charter or as provided by law, withdraw
and retake any or all of the Vessels wherever the same may be found, whether upon the high seas or in any
port, harbor or other place and without prior demand and without legal process, and for that purpose may
enter upon any dock, pier or other premises where such Vessel or Vessels may be found and may take
possession thereof.

Section 10. Taxes

The Shipowner shall not be responsible for any transportation, use, sales, property or other federal,
state or local taxes levied or assessed m connection with any of the Vessels or the operation or use thereof
during the Charter Perixt and all such taxes shall be for the Charterer’s account (excepting only income
taxes of the Shipowner on Charter Hire paid hereunder)

Section 11 Secretory’s Rights, Subcharters

{a) The Shipowner's nght, utle and mterest 1n and to this Charter and all Charter Hire and
any other amounts paid hereunder are subject to a security interest in favor of the Secretary as
provided in the Security Agreement The Charzerer’s night to peaceful use and possession are subject,
also, to the nghts of the Secretary under the Mortgage

(b) The Charterer agrees not to subcharter any of the Vessels except the foregomg shall not
apply to (1) demse subcharters approved by the Secretary m wninng and (n) demise subcharters
permitted by Sections 12(b)(3) and 13(c)(3) of the Title X1 Reserve Fund and Fiancial Agree-
ment, Contract No MA-3428 dated July 29, 1976 hetween the Charterer and the Secretary as
amended by Amendinent No 1 dated Angust 30, 1977 and A\mwendiment No 2 t0 and Restatement
of said Agreement dated July 31, 1980  Any sulcharterers approved by the Secretary umat
estabhish United States crazenslup m ihe fornn and manner presurived m the Cude uf Federal Regula-

3



tions Tutle 36 Section 355 prior 1y executym of *e «uleharier  Furthermore, the subcharter agree-
ment must be approved Iy the Secratary i form amck substance

Section 12 Miscellancons

{a) For so long as the Mortgage or the Secunty Agreement are in full force and effect, this
Charter may not be amended. modified or supplemented without the prior written consent of the
Secretary

(b) For purposes of thus Charter all notices required hereunder shall be sent to the addresses
of the parties as follows"

If to the Shipowner* Amencan Commercial Lines, Inc
3800 Frederica Street
Owensboro, Kentucky 42301

Attention - Secretary

With a copy to- 3401 Allen Parkway
Houston, Texas 77019
If to the Charterer Commercial Barge Line Company

3800 Frederica Street
Owensboro, Kentucky 42301

Attention ; Secretary

With a copy to. 3401 Allen Parkway
Houston, Texas 77019

if ta the Secretary Secretary of Commerce
c/o Assistant Secretary of Commerce
for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, D.C 20230

{c) This Charter is not a personal contract [t 15 agreed that the Shipowner may avail itself of
the nights created by Section 4283 through 4287 of the United States Revised Statutes 46 USC
Sectinns 183-187 n auy and all urcumsiances whaisoever, except where the [osses incurred with
privity of knowledge of the Shipowner

Ix WiTness WHFREOF, :he parues hereto have exceuted and Jdelivered this Agreement on the day and
year first above written

AMeRican CoMMERCTIAL LiNes, INc.
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Chemical

Chemical

Chem 110

Chem 111

Chem 112

Chem 113

Chem 114

Chem 115

Chem 116

Chem 117

Chem 118

Chem 119

Chem 120

Chenm 121

Chem 122

Chem 123

Chem 124

Chem 125

SCHEDULE A

Official
No.

584490

584491

584492

594493

584494

584495

584496

584497

584498

584499

593014

593015

393016

593017

593018

593019

Placa
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvilie
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Jeffarsonville
Indiana

Jeffersonville
Indiana

Jaeffersenville
Indiana

Jeffersonville
Indiana

Jaffersouville
Indiana

Year
Builc
1977
1978
1978
1978
1978
1978
1978
1978
1978
1978
1978
1978
1978
1978

1978

1978

Page 1 of '’

Approximat

Tonnage

—Gross/Net

835/835

835/835

§35/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835

835/835



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Type
Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chemical

Chenmical

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Coverad Hopper

Covered Hopper

Covercd Hoppar

Covered Hopper

F

Chem 126

Chem 127

Chem 128

Chem 129

Chem 130

Chem 131

Chem 132

Chem 133

ACBL 3200

ACBL 3201

ACBL 3202

ACBL 3203

ACBL 3204

ACBL 3205

ACBL 3206

ACBL 3207

Official

No.

593020
'593021
593022
593023
593024
593025
593026

593027

604025
604026
604027
604028
604029
604030
604021

604032

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

pPage 2 of B

Approximate
Year Tonnage
Built Gross/Net
1978 835/835
1978 835/835
1978 835/835
1978 835/835
1978 835/835
1978 835/835
1978 835/835
1978 835/835
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/386
1979 986/986



"~y
v
L)
0
[ 0

Appreovimact

fficial Place Year Tcr-age
vze save - I Zuilt Built _Gress/Net

Coverzd Yopper ACBL 3208 50L033 Jeifarsonville 1979 98E/356
Indizna

Covered Fopper ACSL 3209 604034 JefZersonvillea 1979 586/986
irdizna

Cov=red Zoprer AC3L 3210 504035 cefferscnville 1979 9g6/986
Indizna

Covezed Fopper ACBL 3211 60L036 Jefferscnville 1279 ¢e6/%86
indicna

Cove-ed Zopper ACBL 3212 604037 Jeifzrsonville 1979 9€6/386
ndizna

Covered Hopper ACBL 3213 604028 Jrifersenville 1979 936/3386
Iindiaga

Covered Hepper ACBL 3214 5040329 Jeifersonvill 1979 586/586
I~dizpna

Den Hopper ACBL 110 604010 Jefi rsonville 1979 729/729
Indizra

Cpen Xopper ACBL 111 604011 Jeiferscoville 1979 729/729
Indiina

Cpen Eopper ACBL 112 504112 Seffarsonville 1979 729/729
Irci.na

Opan Eogpper ACBL 113 604113 Jeifarscnville 1979 720/729
“ncéitna

Qgon Hopper ACBL 114 604114 Jerfereonville 1279 729/729
néimma

Open Zopper ACBL 115 €04115 Jeifersonv:lie 1979 72977209
Indizna

CGcen Hoopper &CRL 116 AC4alls Jiffersonville 1979 729/i29
—rdizna

Cpern Hopper ACBL 117 504017 Jefiersenvalle 1979 729/729
inciana

Cpen Hopper AC3L 118 564018 Jeffersouville 197¢ 729/72¢



3arge,

Earge,

Barge,

Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,

Barge,

Iype

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Name

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

119

120

121

122

123

124

3215

3216

3217

3218

3219

3220

3221

Official

Yo.

604019

604020

604021

604022

1604023

604024

604040

604041

604042

604043

604044

604045

604046

604047

604043

604049

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvilile
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Jeffersonw7ilie
Indiana

Jeffersonville
Indiana

Page 4 of 8

Approximate
Year Tonnage

Built Gross/Net
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/72%
1979 729/729
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 586/986
1979 336/986
1979 986/986



Lype

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Open Hopper

Towboat

Towboat

Name

ACBL 3225

ACBL 3226

ACBL 3227

ACBL 3228

ACBL 3232

ACBL 1871

Thruston Morton

Robert Koch

Official

No.

606610

606611

606612

606613

606617

609318

594624

598151

Place
Bullt

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Page 5 of

Approximat

Year Tonnage

Built Gross/Net
1979 286/986
1979 986/986
1979 986/986
1979 986/986
1979 986/986
1979 729/729
1978 623/423
1978 623/423



Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Iype

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Cpen Hopper

Open Hopper

Open Hopper

Open Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Fopper

Name

ACBL 1850
ACBL 1851
ACBL 1852
ACBL 1853
ACBL 1354
ACBL 1855
ACBL 1856
ACBL 1857
ACBL 1858
ACBL 1859
AC3L 3229
ACBL 3220
ACBL 3231

ACBL 3233

Official

No.

606600

606601

606602

606603

606604

606605

606606

606607

606608

606609

606614

6506615

606616

606618

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jaffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvilla
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffarsonville
Indiana

Page 6 of 8

Approxzimate
Year Tonnage
3uile Cross/Net
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1980 798/798
1979 986/986
1979 986/986
1979 986/986
1979 986/936



Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,
Barge,

Barge,

Zype
Covered Hopper ACBL 3234

Open

Open

Open

Open

Open

Open

Open

Open

Open

Open

Open

Open

Open

Hopper

Hopper

Hopper

Hopper

Hopper

Hlopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Name

ACBL 1870

ACBL 1872

ACBL 1873

ACBL 13874

ACBL 1375

ACBL 1876

ACBL 1877

ACBL 1878

ACBL 1879

ACBL 13880

ACBL 1881

ACBL 1882

ACBL 1883

Official

No.

606619

609317

609319

609320

609321

609322

609323

609324

609325

609326

609327

609328

609329

609330

Place
Buile

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Page 7 of

Approximate
Year Tonnage

Built Gross/Net
1979 986/986
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729
1979 729/729



TIype

iarge, Open Hopper

Jowboat

Jowboat

Name

ACBL 1884

R. W. Greene

Bill Carmeal

Official

Jo.

609331

619977

610971

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1979

1980

1979

Page 8 of 8

Aporoximate
Tonnage

Gross/Net

729/729

947/643

947/643
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EXHIBIT B
to
Bareboat Charter

CONSENT TO ASSIGNMENT OF CHARTER

Tuis Conernt 1o AsstawMENT OF CHakiEr baed July 31, 1980 by Conistercial BakGe Line
Covpany a Delaware corporatnon tthe “Charteres” 1os peven to Wk s Covvirerst Laves Ine g
Delaware vorpaatem ¢ e Sapowner™ and the Ustirn Soaaes o1 AvrRios represented by the
Secretary of Commerce actig by and th-ongh tie Asastant secretan of Commerce for Manume Affairs
(the “~arean ') the purpose of whndi 1~ o aiflow aned wchnowlodge the assignment of the Charter
dared Iulv 31 180, by virtue of 1he seanmmy Agreenen duel ¢ daie perad heiween the Shipnwner and
the Secretany tthe “Securny Agreemen” pobat as seewminy estly ws set forta m he Granumg Clause of the
Securtty \greawment  Troe copes of the Secnnity Agreement have leen deinvered to the Charterer

In consideration of the prenuses and the covenants heremn contained, and of nther good and valuable
consideration, the recaipt and adeyuacy of winch are hereby acknowledged, the parties hereto agree as
follows:

1. The Charterer hereby acknowledges receipt oi notice of, and hereby consents to, the assignment
of the Charter by virtue of the Sccunty Agreement

2. The Chanerer hereby acknowiedges and agrees that :

(a) The Charterer will reman liable to periurm s dutics and obligations under the Charter
as provided therein;

(b) The Secretary shali, by reason of the Sccurity Agreement, have no obhigations or liabilities
with respect to the Charter;

(c¢) Exuepl dunmng any peniod after which the Charterer shall have received written notice from
the Sevretary as to the existence of a Securny Default or Payment Default under the Secunity Agree-
ment, and until the Secretary shall have notified such parties 1n wriung that such Default under the
Security Agreement has been cured or waived, the Sinpowner is enunied pursuant to the terms of the
Seennty Agreement 1o exercise all of 1ts nghts with respect to the Charte and 1o recene all the hene-
fits thereundder to the sume extent as of the Chiarter had ot been m any way svoassigned  Prior o the
receipt oi a nonce as to the existence of a Secunty Default or Payment Deiault under the Security
Agreement amnl after receipt of a notice as to the cure or waiver of such Default. the Charterer 1s
entitled to perform (and shall not be hable in any respect to the Secretary 1i it periorms) all of its
duties and obligations with respect to the Charter n the same manner as 1f the Charter had not been
in any way so assigned; and

{d) The Charterer shall make all payments due or to become dne under the Charter to the
Shipowner, provudud, hovewer, thay trom amd aner noice from the Secrelary the Charterer shall
pay all such mumes o the Secretary or Ins designee 10 be apphied as iollows

(1) For so long as no Payment Default or Security Defanlt has occurred and is continuing .
(a) Basic Hire shall he applied:

First, so much thereof as shall be required tu pay in full the accrued interest and
aggregale priucipal amount {and prennum, af any) of all Obhgations then due shall be



paud to the Indenture Trustee or as the Tndenture Trustee shall otherwise insirnct the
Secretary or his designee ;

Second, su much thereui as shall be required 10 pay and reimburse the Secretary
or his designee for all fees and expenses incurred and adnumstering payment of the
aforementioned funds,

Thard, so much thereof as shall be required to pay and resmburse the Indenture
Trustee and the Depository tor all fees, expenses and disbursements then due and
payable pursuant to Secuon 704 ol the Indenture amd Section 7 of the Depository
Agreement, respectively, to the eatent nul previously pacl or rennlursed shall be
distributed to the Indenture Trusiee and the Depository , and

Fourth, the balance remaining, if any, shall be paxl to the Shipowner or otherwise
as the Shipowner may direct.

(b) All moneys due under the Charter other than Basic Hire shall be applied

First, so much thereof as shall be required Lo pay in full the accrued interest and
aggregate principal amount (and premnum, if anyj on all Obligations then due shall be
paid to the Indenture Trustee or as the Indenture Trustee shall otherwise instruct
the Secretary or his designee;

Second, so much thereof as shall be required to pay and reimburse the Secretary
or his designec for all fees, expenses and disbursements due with respect to the
administration of the aforementioned monies ;

Third, so much thereof as shall be required to pay and resmburse the Indenture
Trustee and the Depository for all jees, expenses and disbursements then due and
payable, pursuant 1o Section 7 04 of the Indenture and Secction 7 oi the Depository
Agreement, respectively, 10 the extent not previously paid or reimbursed, shall be
distributed to the Indenture I'rustee and the Depository; and

Fourth, the balance remaining, if any, shall be paid to the Shipowner or as the
Shipowner may direct ;

provided, however, that all moneys other than Basic IHire required to be paid to the Secretary or his
designee and which are intended to be used fur a particular purpose, other than those provided above,
shall be distributed by the Secretary or lus designee for such purposes, so long as no Payment
Default or Security Default has occurred and is continuing ; and

(ii) If a Payment Default or a Security Default shall have occurred and he contmuing,
thereafter, until such Default shall be cured and the Secretary shall have given written notice
to the Charterer that such Default has heen cured, all funds recenned by the Secretary or his
designee shall be withdrawn by the Secretary or lis designee and disbursed by said persons n
accordance with paragraph (1) (a) above (except that the provisions of the proviso at the end
of paragraph (i) above shall not be apphcable).

3. The Charterer agrees that any payment made by it to the Secietaty in accordance with the
Charter shall be final and that it will notL seek 1o recover irom the Secretary by reason o any claim
against the Shipowner any moneys paul by it to the Secretary Ly virtue of the bSecurity Agreement and
this Consent 10 Assignment of Charter, except as 1n the Charter otherwise expressly pruvided

4 This Consent to Aswsignment of Charter shall be governed by and construed m accurdance with
federal law and, 1o the extent federal law dues not apply, with the laws of the State of New York.



5 The Charterer agiees to execute and deliver upon written request of the Secretary any and all
such other additional mstruments and documents as the Secretary may deem desirable for the purpose of
obtaning the full benefits of 1he Secunity Agreemient and of the rights and puwers therein granted

6 The capitalized term- usedd herem and not otherwise defined herenn shall have the meaning
speafied n Schedule X attached to the Sewunity Agreement as said Schedule X may be amernled from
tune to time

Ix WirNkss WuERI vk 1he parties heretn have excouted this Consent to Assignment of Charrer on
the day and year first above written

AMERICAN CoMMERCIAL Links, Inc.



